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THURSDAY,  JANUARY  13,  1944 

United  States  Senate, 

Subcommittee  of  the  Committee  on  the  Judiciary, 

Washivgton,  D.  C. 

The  committee  met,  pursuant  to  notice,  at  10:30  a.  m.,  in  room  318, 
Senate  Office  Building,  Senator  Frederick  Van  Nuys  (chanman) 

^^Present:  Senators  Van  Nuys  (chairman),  Murdock,  Ferguson,  and 
^tVliGrry. 

Present  before  the  committee  were:  Sidney  L.  Miller,  Assistant 
Deputy  Director,  Office  of  Defense  Transportation,  Edward  W. 
Wootton  Washington  representative  of  the  Wine  Institute;  and 
Frank  M.  Ludwick,  Chief,  Distilled  Spirits  and  Wine  Sections,  Bev- 
erage Division,  Special  Products  Branch,  War  Food  Administration. 
The  Chairman.  All  right,  Mr.  Mattice,  you  may  proceed. 

Mr.  Mattice.  I will  first  call  Mr.  Miller. 

TESTIMONY  OF  SIDNEY  I.  MILLER,  OFFICE  OF  DEFENSE  TRANS- 
PORTATION 

(Mr.  Miller  was  duly  sworn.) 

Mr.  Mattice.  What  is  your  name,  Mr.  Miller? 

Mr.  Miller.  My  name  is  Sidney  L.  Miller.  • , , tt  v j 

Mr.  Mattice.  What  official  position  do  you  hold  with  the  United 

Mr.  Miller.  Assistant  Deputy  Director,  Office  of  Defense  Trans- 
portation. 1 ^ V.-  o 

Mr.  Mattice.  How  long  have  you  held  that  position.^ 

Mr.  Miller.  Approximately  a year. 

Mr.  Mattice.  Do  you  have  some  knowledge  respecting  the  num- 
ber of  motor  vehicles  which  have  been  and  which  are  being  operated 

on  the  highways  in  the  United  States?  . , , i u 

Mr.  Miller.  I have  in  my  hands  information  furnished  me  by  the 
Division  of  Motor  Transport  and  by  the  Division  of  Research  and 

Special  Studies. 

Mr.  Mattice.  Is  it  by  years? 

Mr.  Miller.  Yes,  sir. 

Mr.  Mattice.  Beginning  with  what  year? 

Mr.  Miller.  1942.  , • x <> 

Mr.  Mattice.  Well,  let  us  take  1942  for  the  purpose  of  the  picture? 

What  does  it  show  in  1942,  as  to  the  number? 

Mr.  Miller.  The  motor  vehicles  operating  on  the  highways  are 
divided  into  three  categories  here:  First,  passenger  care.  In  1942, 
it  was  estimated  there  were  27,000,000  in  operation  on  the  highways. 
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The  Chairman.  27,000,000? 

Mr.  Miller.  27,000,000;  yes,  sir. 

The  Chairman.  All  right. 

Mr.  Miller.  Trucks  and  other  property-carrying  vehicles  at  the 
end  of  1942,  4,650,000.  Busses,  taxicabs,  ambulances,  hearses,  and 
so  forth,  310,000. 

Mr.  AIattice.  That  is  at  the  end  of  1942? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  What  is  the  total? 

Mr.  Miller.  Roughly,  about  32,000,000. 

The  Chairman.  I thought  maybe  you  had  the  total? 

Mr.  Miller.  No,  sir;  I haven’t. 

The  Chairman.  All  right. 

Mr.  Mattice.  Let  me  ask  you  at  this  point,  Mr.  Miller,  whether 
those  figures  include  motor  vehicles  which  are  being  operated  or  which 
were  operated  at  that  time  by  the  Military  Establishments  of  the 
United  States? 

Mr.  Miller.  These  figures  include  no  vehicles  operated  by  the 
military. 

Mr.  Mattice.  This  is  strictly  civilian? 

Mr.  Miller.  That  is  correct. 

Mr.  Mattice.  All  right.  Now,  what  about  1943? 

Mr.  Miller.  In  1943  the  estimate  of  passenger  cars  in  operation 
was  26,000,000.  Trucks  and  other  property-carrying  vehicles, 
4,500,000.  Busses,  taxicabs,  and  so  forth,  300,000.  That  is  a 
shrinkage  of  about  1,200,000,  roughly. 

Mr.  Mattice.  Has  an  estimate  been  made  with  respect  to  1944? 

Mr.  Miller.  Yes,  sir. 

Mr.  Mattice.  Will  you  give  us  that,  please? 

Mr.  Miller.  The  estimate  for  1944  is:  Passenger  cars,  24,000,000, 
trucks  and  other  property-carrying  vehicles,  4,350,000;  busses,  taxi- 
cabs, and  so  forth,  290,000. 

Mr.  Mattice.  Well,  that  indicates  that  approximately,  taking  all 
three  categories,  3K  million  less  motor  vehicles  will  be  on  the  roads 
this  year,  in  1944,  than  were  on  the  roads  in  1942? 

Mr.  Miller.  Yes,  sir.  That  is  an  estimate,  of  couise,  for  1944. 

Mr.  Mattice.  Now,  do  you  have  any  other  figures  with  respect  to 
that  subject? 

Mr.  Miller.  I have  not. 

Mr.  Mattice.  Do  you  have  any  knowledge  as  to  how  the  estimate 
of  the  amount  of  alcohol  that  would  be  needed  for  antifreeze  purposes 
is  arrived  at? 

Mr.  Miller.  I know  very  little  about  that. 

Mr.  Mattice.  Of  course,  that  is  done  in  the  War  Production  Board? 

Mr.  Miller.  Yes,  sir. 

Mr.  Mattice.  But  I am  wondering  if  they  call  on  your  agency  for 
information  such  as  you  have  given  us  here  in  the  making  up  of 
their  estimates. 

Mr.  Miller.  Yes.  I think  they  depend,  so  far  as  the  determina- 
tion of  the  number  of  vehicles  in  operation  is  concerned  upon  reports 
from  the  Office  of  Defense  Transportation. 

Mr.  Mattice.  You  do  not  have  to  do  that  yourself,  however? 

Mr.  Miller.  I do  not. 

Mr.  Mattice.  As  far  as  I know,  that  is  all,  Mr.  Chairman. 
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The  Chairman.  Let  me  ask  you  just  generally:  Do  you  know  what 
the  allotment  set  aside  for  the  operation  of  civilian  vehicles  in  1944  is 
as  compared  with  1942?  Is  it  more  or  less? 

Mr.  Miller.  I have  no  information  upon  that.  Senator. 

The  Chairman.  Whom  should  we 'call  to  get  that? 

Mr.  Miller.  I should  say  the  Chemical  Division  of  the  War 
> Production  Board. 

The  Chairman.  Any  questions.  Senator  Murdock? 

Senator  Murdock.  Thank  you  very  much,  Mr.  Miller. 

( Mr.  Miller.  Yes,  sir. 

Mr.  Mattice.  I will  call  Mr.  Wootton. 

TESTIMONY  OF  EDWARD  W.  WOOTTON,  WASHINGTON  REPRE- 
SENTATIVE OF  THE  WINE  INSTITUTE 

(Mr.  Wootton  was  duly  sworn.) 

Air.  AIattice.  Your  name  is  Edward  Wootton? 

Mr.  Wootton.  Edward  W.  Wootton. 

Mr.  AIattice.  You  have  some  connection  with  the  Wine  Institute, 
do  you  not,  Mr.  Wootton? 

Mr.  Wootton.  I am  in  charge  of  the  branch  office  maintained  in 
Washington  by  the  Wine  Institute,  which  is  a California  trade  asso- 
tion,  the  members  of  which  are  aU  California  wineries.  There  are 
about  159  members,  I think.  I think  more  recently  they  changed  that 
to  170.  They  operated  about  220  of  the  395  active  bonded  wineries  in 
that  State. 

Air.  AIattice.  So  that  the  association’s  activities  are  limited  to 
California? 

Air.  Wootton.  Yes,  sir;  in  connection  with  California  wine. 

Air.  AIattice.  And  from  the  figures  given,  I take  it  that  the  asso- 
ciation does  not  represent  all  the  California  wineries? 

Air.  Wootton.  It  does  not  represent  all  of  them,  sir. 

From  the  point  of  shipping  finished  wine,  I think  our  membership 
probably  ships  somewhere  between  80  and  85  percent  of  the  State’s 
production. 

Air.  AIattice.  Of  the  total  production? 
j Mr.  Wootton.  Of  the  State’s  production  for  shipment. 

Air.  AIattice.  Do  you  have  a statement  that  you  desire  to  make 
at  this  time?  Have  you  prepared  a statement? 

Air.  Wootton.  Shortly  before  the  congressional  recess,  we  were 
asked  whether,  we  had  any  data  on  the  participation  by  whisky 
distillei-s  in  the  California  wine  industry.  We  prepared  that  data 
in  a form  which  I think  is  understandable,  with  various  tables. 

The  Chairman.  Will  you  read  it,  or  explain  it,  one  of  the  two? 

Air.  Wootton.  Alay  I explain,  first,  that  the  Wine  Institute  has 
made  for  7 successive  years  statistical  surveys  of  the  California 
industry,  designed  to  show  the  properties  in  operation,  the  amount 
of  wine  produced,  the  amount  of  wine  sold,  the  amount  of  inventory, 
and  so  forth,  and  the  number  of  tons  of  grapes  crushed.  Those 
surveys  are  necessarily  made  sometime  after  the  events  occur.  Our 
last  complete  survey  was  for  the  1942  calendar  year.  We  are  now 
preparing  our  survey  for  1943.  As  a consequence,  our  general  indus- 
try figures,  which  are  accurate  figures,  are  available  up  to  December 
31,  1942.  Those  figures  given  are  quite  generally  accurate. 
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The  comparisons  made  are  between  the  industry  as  a whole  and 
the  properties  acquired  by  the  whisky  distillers.  The  individual  data 
for  the  individual  properties  is  taken  as  of  the  date  when  we  could 
compare  it  with  the  industiy  as  a whole,  in  other  words  December 
31,  1942.  The  properties  listed,  however,  are  listed  as  of  the  latest 
date  We  have  the  figures  to,  December  10,  1943.  In  other  words, 
the  properties  listed  as  being  acquired  are  listed  as  of  December  10,  / 

1943,  but  as  to  storage  capacity,  as  to  inventories,  and  so  forth,  they 
are  made  as  of  the  latest  date  that  we  have  available. 

^Ir.  Mattice.  I suggest  that  we  put  that  statement  with  the  ^ 

tables  in  the  record.^ 

The  Chairman.  Yes. 

(The  matter  referred  to  as  follows:) 

California  Wine  Properties  Acquired  byXWhisky  Distillery  Firms, 

1938^43 

The  properties  listed  are  listed  as  of  December  10,  1943.  However,  to  compare 
these  properties  with  all  wine  properties  in  the  State,  it  has  been  necessary  to  go 
back  to  the  latest  date  (December  31,  1942)  for  which  accurate  State-wide  figures 
are  available.  Therefore,  all  comparisons  have  been  made  as  of  such  earlier  date. 

State-wide  figures  are  obtained  from  surveys  made  by  Wine  Institute  regularly 
for  the  last  7 years  including  the  calendar  year  1942,  the  sources  for  which  include 
official  reports  of  Federal  and  State  agencies  as  well  as  questionnaires  directed  to 
individual  firms — the  individual  company  data  have  been  obtained  from  reports 
previously  made  as  to  the  properties  in  question  and  have  been  checked  with  ail 
the  individual  companies  in  as  much  detail  as  has  been  possible  in  the  short 
space  of  time  available. 

It  is  believed  that  the  following  tables  are  substantially  accurate  and  that  the 
possible  margin  of  error  is  so  small  as  not  to  affect  the  general  picture. 

— Wine  Institute,  January  1944. 


Table  1. — California  bonded  wineries  owned  or  leased  by  distillers  as  of 

Dec.  10,  194S 


Location 

Storage 

capacity 

Date  acquired 

National  Distillers  Products  Corporation. 

Asti 

8, 463, 038 

December  1942. 

(p  Jtplian  Rwiss  Polony  (.same  firm’I _ 

(9)  Italian  Swiss  Polonv  Game  firm) * 

Clovis 

5, 174, 474 

Do. 

13, 637. 512 

(3)  Rhewnn  Jones,  Tne.  f.same  firnU ... . _ 

Lodi 

2, 035,  707 

February  1939, 

15.673,  219 

Schenlev  Distillers  Corporation: 

Elk  Grove 

1,631,784 

September 

(4)  Cresta  Blanca  Wine  Co.,  Inc.  (from  Colonial  Grape 

Products  Co.). 

1942. 

(5)  Cresta  Blanca  W*^ine  Co.,  Inc.  (from  Pacific  Vine- 

Geyserville — 

550,000 

January  1941. 

yard  Products  Inc.). 

1, 170,  OSO 
36C,000 

Do. 

(6)  Cresta  Blanca  Wine  Co.,  Inc.  (same  firm) 

Livermore 

(7)  Cresta  Blanca  W’ine  Co.,  Inc.  (from  lyivermore 

do 

October  1941. 

Winery,  Inc.). 

(8)  Cresta  Blanca  W'ine  Co.,  Inc.  (from  Central 

St  Helena 

1,  717,  684  i 

November 

Winery,  Inc.). 

1942. 

(9^  Roma W’^ine  Co.  (same  firm)  ..  , , 

Fresno. 

5.429,548 
9, 756, 809 

Do. 

(10)  Roma  W'ine  Co.  ffrora  Lauience  J.  Rosasco  and 

Healdsburg... 

348, 694 

Do. 

Louise  Rosasco  Giovannoni). 

Do. 

(11)  ffi)  Romfl  W’^ine  Co.  Csame  ftrml 

Lodi-- 

5, 568, 414 

(b)  Dubonnet  Corporation  (occupies  portion  of 
above  premises)  (Schenlev  afl^iate). 

Do. 

(12)  Roma  W^ne  Co.  (from  Central  Winery,  Inc.) 

Kingsburg 

7, 607, 090 

(13)  Schenley  Distilleries,  Inc.  (from  Roma  W*ine  Co., 

Manteca 

23.  281.  007 
1, 473, 666 

May  1938. 

Inc.). 

30, 184,  221 
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Table  1. — Calif  or  niaf  bonded" wineries  owned  or  leased  by  distillers  as  of 

" Dec.  10,  194S — Continued 


Joseph  E.  Seagram  A Sons,  Inc.: 

(H)  Paul  Masson,  Inc.  (same  firm)-_- 
(\S)  Mount  Tivy  Winery  (same  firm) 


Hiram  Walker,  Inc.:  ^ . 

(16)  Valliant  & Sons  Vineyards,  Inc.  (from  San  Benito 

Winery) . 

(17)  Valliant  & Sons  Vineyards,  Inc.  (from  R.  Martini 

Wine  Co.). 


Grand  total. 


Location 


Saratoga. 

Rcedley.. 


IToUister 

Santa  Rosa. 


Storage 

capacity 


17,000 
2, 108, 160 


2, 125, 160 


205,000 

1. 672.880 

1.877.880 
49, 860, 480 


Date  acquired 


April  1913. 
December  1942. 


April  1943. 
August  1943. 


Table  2. — Alphabetical  list  of  largest  {3,000,000  gallons  or  more  capacity)  wineries 

in  California  as  of  Dec.  10,  1943 


(Storage-capacity  basis— 18  wineries] 

Company : 

Alta  Vineyards  Co 

K.  Arakelian,  Inc- 

Bisceglia  Bros.  Wine  Co 

California  Grape  Products  Co 

California  Wine  Sales,  Inc.^ *- 

Cameo  Vineyards  Co 

Cresta  Blanca  Wine  Co.^ 

Cribari  & Sons 

Di  Giorgio  Fruit  Corporation 

Fruit  Industries,  Ltd.^ 

E.  & J.  Gallo  Winery 

Italian  Swiss  Colony  ^ 

Italian  Vineyard  Co 

Padre  Vineyards  Co 

Petri  Wine  Co 

Roma  Wine  Co.^ 

Sebastiani  Winery 

Tulare  Winery  Co 


{QollonB) 
3,  750,  000 
8,  300,  000 
3,  600,  000 
5,  000,  000 
8,  700,  000 
3,  500,  000 
5,  429,  000 
5,  000,  000 
8,  500,  000 
16,  315,  000 
5,  000,  000 
13,  637,  512 

3,  750,  000 

4,  000,  000 

8,  000,  000 

23,  281,  007 
3,  000,  000 
3,  000,  000 


1 Nonprofit  farmers*  cooperative,  composed  of  the  following  members:  (1)  Be^  Creek  Vmeyard  As.socja- 
tion,  (2)  Cucamonga  Pioneer  Vmeyard  Association,  (3)  Del  Rio  Winery,  and  (4)  Sanger  Wmery  Associa- 
tion. 

8 Owned  bv  Schenley  Distillers  Corporation.  , i,  xr.  ^ a 

8 Nonprofit  fanners’  cooperative,  composed  of  the  following  members:  (1)  Cherokee  y i^yard  Associa- 
tion. (2)  Community  Grape  Corporation,  (3)  Cucamonga  Growers  Coowrative  W meiT;  G) 

Cooperative  Winery,  (5)  Florin  Winery  Association,  (6)  Napa  Valley  Cooperative  W mery, 

Minetti  & Sons,  (8)  Rancho  del  Oso  Winery,  (9)  Sonoma  County  Cooperative  Wmery,  and  (10)  Wood- 
bridge  Vineyard  Association. 

4 Owned  by  National  Distillers  Products  Corporation. 


Table  3. — Number  of  active  bonded  wineries  in  California,  total  and  those  owned 

by  distillers,  as  of  Dec.  10,  1943 


Number 

Percent  of 
State  total 

395 

100.00 

3 

.75 

10 

2.53 

2 

.51 

2 

.51 

17 

4.30 

I 


A 
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Table  2. — Alphabetical  list  of  largest  (3,000^000  gallons  or  more  capacity)  wineries 

in  California  as  of  Dec,  10,  1943 — Continued 

Table  4. — Wine  storage  capacity  on  Dec.  31,  1942 


Table  5. — Grapes  crushed,  1942  vintage  season 


Gallons 

Percent  of 
State  total 

215, 493,637 

100.00 

W,  673, 219 

7.27 

30. 184, 221 

14.01 

2, 125. 160 

.99 

1, 877, 880 

.87 

49, 860, 480 

23. 14 

State  total. 


National  Distillers  Products  Corporation. 

Schenley  Distillers  Corporation 

Joseph  E.  Seagram  & Sons,  Inc 

Hiram  Walker,  Inc 


Distillers  total. 


Tons 

Percent  of 
State  total 

596, 033 

100.00 

33, 392 

5.60 

71,801 

12.05 

5,006 

.84 

4,827 

.81 

115,026 

19.30 

(This  table  does  not  show  wine  being  held  by  one  firm  for  the  account  of  another 
and  not  yet  actually  taken  into  inventories  of  the  latter  firm.  Therefore,  the 
above  figures  do  not  include  wine  which  these  firms  may  have  had  under  contract 
for  future  delivery  to  them  by  other  wineries.  Such  transactions  will  be  ultimately 
reflected  in  the  inventory  and  sales  volume  figures.) 

Table  6. — Wine  produced,^  1943  vintage  season 


state  total 62, 146, 725 


Joseph  E.  Seagram  & Sons,  Inc. 
Hiram  Walker,  Inc 


Gallons 

Percent  of 
State  total 

62,146, 725 

100.00 

3, 334, 791 

5.36 

7, 680. 362 

12.36 

272, 652 

.44 

911, 728 

1.47 

12, 199,533 

19. 63 

Distillers  total 12, 199, 533 


» Cross  production,  before  adjustments  for  losses,  amelioration,  etc. 

(This  table  does  not  show  wine  being  held  by  one  firm  for  the  account  of  another 
and  not  yet  actually  taken  into  inventories  of  the  latter  firm.  Therefore,  the 
above  figures  do  not  include  wine  which  these  firms  may  have  had  under  contract 
for  future  delivery  to  them  by  other  wineries.  Such  transactions  will  be  ultimately 
reflected  in  the  inventory  and  sales  volume  figures.) 
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Table  7. — Wine  inventories  on  Dec.  31,  1943 


Gallons 

Percent  of 
State  total 

State  total- - - 

122,971,174 

100.00 

MafiAnnl  niRtillprs  Pmrtnnt.'R  Gnmorfttion  . . - 

9,068, 452 
19,918,996 
927,697 
1,494,333 

7.37 

16.20 

.75 

1.22 

Dlqt.illprs  nnrnnrjitlon  ..  - 

DiQt.illprR  fAtftl  

31,409, 478 

25.64 

(This  table  does  not  show  wine  being  held  by  one  firm  for  the  account  of  another 
and  not  yet  actually  taken  into  inventories  of  the  latter  firm.  Therefore,  the 
above  figures  do  not  include  wine  which  these  firms  may  have  had  under  con- 
tract for  future  delivery  to  them  by  other  wineries.  Such  transactions  will  be 
ultimately  reflected  in  the  inventory  and  sales  volume  figures.) 


Table  8. — Wine  sales  volume,  1943 


Gallons 

1 

1 

Percent  of 
1 State  total 

State  total - - 

96.119, 146 

100.00 

MaHatiaI  Dist.niprs  Pmrtnctj?  Cnrnoration 

8,071,616 
13. 252, 793 
1,223.266 
1,110,938 

8.39 
13,79 
1.27 
1. 15 

Hiram  Walker,  Inc - 

. .....  

23, 658,613 

24.60 

Table  9. — Vineyard  holdings 

A.  Total  California  vineyards  (all  varieties  and  uses),  1942 acres. _ 506,  095 

B.  Distiller  holdings,  as  of  Dec.  10,  1943: 

(1)  National  Distillers  Products  Corporation acres.-  1,  150 

(2)  Schenley  Distillers  Corporation do 3,200 

(3)  Joseph  E.  Seagram  & Sons,  Inc do 80 

(4)  Hiram  Walker,  Inc do 81 

Total 4,511 

C.  Average  utilization  of  California  vineyards: 

(1)  Supplying  markets  other  than  wineries  (approximately  60 

percent  total  acreage) acres..  303,  657 


(2)  Supplying  California  wineries  (approximately  40  percent 

total  acreage) acres 202,438 


(а)  By  sale  of  grapes  to  wineries  (approxi- 

mately 20  percent  total  acreage)  _ acres __  101,219 

(б)  From  winery-owned  vineyards  (approxi- 

mately 20  percent  total  acreage)  .acres.  _ 101,  219 


Total 506,095 

D.  Relative  vineyard  holdings  of  all  distillers: 

(1)  Compared  with  total  State  acreage percent..  0.  89 

(2)  Compared  with  acreage  supplying  California  wineries 

percent..  2.  22 

(a)  Compared  with  total  acreage  supplying  grapes 

to  wineries  by  sale — percent.  _ 4.  45 

(5)  Compared  with  total  acreage  owned  by  winer- 
ies  percent..  4.  45 
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Mr.  WooTTON.  Now,  these  tables  show  that  the  four  large  whisky 
distilleries,  namely.  National,  Schenley,  Seagram,  and  Hiram  Walker, 
have,  during  the  period  1938  through  1943,  acquired  some  17  winery 
properties.  There  are  395  active  bonded  wineries  in  the  State,  and 
these  properties  constitute  4.3  percent  of  the  number  of  properties. 

Senator  Murdock.  \Miat  percentage? 

Mr.  WooTTON.  4.3  percent,  sir. 

The  Chairman.  You  mean  in  number  of  production?  • 

Mr.  WooTTON.  In  number,  sir. 

The  Chairman.  You  are  going  into  the  question? 

Mr.  WooTTON.  I am  gomg  into  the  question;  yes,  sir. 

The  Chairman.  All  right,  go  right  ahead. 

Mr.  WooTTON.  As  to  the  storage  capacity  of  these  properties, 
compared  with  that  of  the  industry  as  a whole,  the  State  total  is 
215,493,637,  of  which  all  the  distillers’  properties  amount  to  49,860,480 
gallons,  or  23.14  percent. 

These  acquisitions,  of  course,  are  not  all  of  one  firm,  they  are  of  four 
firms,  and  the  ‘respective  percentages  for  the  different  firms  are: 
National,  7.27  percent;  Schenley,  14.01  perccmt;  Seagram,  0.99  per- 
cent, and  Hiram  Walker,  0.87  percent. 

The  storage  capacity  is  the  usual  way  of  measuring  the  approximate 
size  and  potentiality  of  operation  of  the  winery,  to  give  you  a rough 
idea. 

Mr.  AIattice.  You  mean  that  that  is  the  yardstick  used  regardless 
of  how  much  was  produced? 

Mr.  WooTTON.  Because  when  a man  builds  his  winery,  he  designs 
the  capacity  to  be  in  line  with  the  operations  he  is  going  to  conduct. 
As  you  know,  wane  is  not  sold  immediately  as  soon  as  it  is  made, 
there  is  a carry-over,  ageing  inventory,  and  so  forth,  and  you  build 
your  storage  capacity  to  handle  that. 

Mr.  Mattice.  Go  ahead. 

Mr.  WooTTON.  Another  method  of  comparison  is  on  tonnage  of 
grapes  crushed.  During  the  1942  vintage  season,  the  total  crush  was 
596,033  tons,  of  which  the  distillers  properties  crushed  115,026  tons, 
or  19.3  percent.  The  break-down  of  the  individual  firms  is  as  follows: 
National,  5.6  percent,  Schenley,  12.05  percent,  Seagram’s,  0.84  per- 
cent; and  Hiram  Walker,  0.81  percent. 

Production  during  the  1942  vintage  season  for  the  State  as  a whole 
was  62,146,725  gallons.  The  distillers  properties  produced  12,199,533, 
or  a percentage  of  19.63  percent. 

As  to  inventories  on  hand  on  December  31,  1942,  there  was  in  the 
State  as  a whole  122,971,174  gallons,  of  which  the  distillers’  prop- 
erties held  31,409,478  gallons,  or  25.54  percent. 

As  to  sales  volume  during  the  calendar  year  1942,  California  sold  a 
total  of  96,119,146  gallons.  The  sales  from  the  distillers’  properties 
at  that  time  amounted  to  23,658,613  gallons,  or  24.6  percent.  ' 

As  to  vineyard  holdings  acquired  by  the  distillers  it  was  somewhat 
difficult  to  select  a basis  of  comparison,  so  we  have  given  you  several 
bases  of  comparison.  The  total  acreage  in  the  State  is  506,095  acres 
of  grapes  of  all  kinds,  which  go  into  all  sorts  of  uses.  Many  of  these 
varieties  of  grapes  are  interchangeable.  One  year  they  will  be  dried 
or  sold  fresh,  and  the  next  year  they  might  be  sold  to  a winery.  We 
believed  you  wanted  a comparison  so  far  as  the  winery  picture  is  con- 
cerned, but  we  have  to  do  it  on  a general  average,  because  the  grapes 
vary  from  year  to  year  and  go  to  different  uses. 
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Of  the  total  acreage  of  506,095  in  the  State,  the  distillers  own  4,551, 
broken  up  as  follows:  National,  1,150  acres;  Schenley,  3,200  acres; 
Seagram’s,  80  acres;  and  Hiram  Walker,  81  acres. 

Now,  of  the  total  acreage  in  the  State  of  something  over  500,000 
acres  may  be,  in  an  average  year,  broken  down  as  follows:  60  percent 
of  it  supplying  outlets  or  m.arkets  other  than  the  wineries,  and  about 

* 40  percent  of  it  going  to  wineries.  Of  this  40  percent  acreage  supply- 
ing grapes  for  the  wineries,  about  half,  or  20  percent  of  the  total  acre- 
age. supplies  grapes  to  wineries  by  selling  them  to  them,  and  the  other 

\ half  of  the  acreage  is  owned  by  the  wineries  themselves.  Now,  the 

* total  acreage  on  that  break-down  of  total  acreage  which  supplies  grapes 
to  California  wineries  would  be  202,438,  101,219  of  which  supplies 
grapes  by  sale,  and  the  other  101,219  supplies  grapes  by  winery 
ownership. 

Now,  comparing  the  total  distiller  holdings,  acreage  holdings,  which 
are  all  primarily  wine-grape  holdings,  with  the  last  figures  we  find  that 
they  own,  of  all  the  acreage  supplying  grapes  to  the  wineries,  2.22  per- 
cent, and  as  to  acreage  supplying  grapes  to  wineries  by  sale,  that  would 
amount  to  4.45  percent,  and  the  same  percentage  with  respect  to  the 
total  acreage  owned  by  the  wineries.  In  other  words,  rougldy,  the 
. participation  in  the  vineyards,  as  far  as  the  vineyards  supplying  the 

wineries  is  concerned,  is  somewhat  less  than  5 percent. 

Mr.  Mattice.  Now,  Mr.  Wootton,  from  that  it  appears  that  these 
four  distilling  companies  in  their  California  operations  seem,  at  least 
W the  period  you  have  mentioned  here,  in  1942,  to  depend  upon  buy- 
ing the  grapes  rather  than  raising  them  themselves? 

Mr.  Wootton.  That  is  correct.  If  you  go  to  the  first  table,  which 
gives  a list  of  the  properties  acquired,  we  have  noted  under  the  name 
I of  each  whisky  distillery  the  California  subsidia^,  whether  they  were 

I the  same  firm  that  was  originally  in  existence  in  California,  or  whether 

I they  were  another  firm.  Now,  those  firms  that  are  listed  there  are 

the  firms  from  which  the  properties  were  acquired.  I think  eveiy 
one  of  them  were  in  the  business  before  of  purchasing  grapes.  This 
class  of  winery  is  usually  called  out  there  a commercial  winery  as  dis- 
tinguished from  the  farmers’  cooperative  winery.  Commercial  win- 
eries own  some  of  their  own  vineyards,  but  they  also  do  a lot  of  buying 
( of  some  other  grapes. 

I “ Mr.  Mattice.  Now,  you  do  not  have  the  figures  in  the  same  respect 

you  have  given  here  on  1943? 

Mr.  Wootton.  No,  sir. 

Mr.  Mattice.  They  are  not  available  yet? 

Mr.  Wootton.  No,  sir;  we  never  started  our  survey  until  just 
about  the  end  of  the  year  that  we  are  working  on.  For  example,  we 
have  questionnaires  going  out  now  on  the  grape  crush  that  took  place 
last  fall,  and  the  returns  on  that  will  be  available  in  February, 

Mr.  Mattice.  You  characterize  that  as  a great  crush? 

Mr.  Wootton.  As  a grape  crush. 

Mr.  Mattice.  How  did  it  compare,  generally  speaking,  with  1942? 
I Was  it  greater  or  lesser? 

I Mr.  Wootton.  1942  was  a very  low  year.  It  is  only  half,  approx- 
imately, of  1941.  1943,  as  far  as  we  can  tell,  will  be  roughly,  maybe, 

75  percent  of  1941,  which  is  a good  year.  We  are  using  it  as  a normal 
base  year.  The  sharp  decrease  in  1942  is  due  to  the  necessity  of 
supplying  grapes  for  food  under  Government  orders  that  require 
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that  they  be  dried,  and  the  crop  also  was  short,  naturally  short  that 
year,  anyhow. 

Mr.  Mattice.  Wasn’t  there  a program  of  that  kind  in  1943? 

Mr.  WooTTON.  There  was  a similar  program  in  1943. 

Mr.  Mattice.  I moan  for  food  purposes? 

Mr.  WooTTON.  That  is  correct,  sir. 

Mr.  Mattice.  For  producing  raisins. 

Mr.  WooTTON.  Yes,  for  producing  raisins,  but  we  had  the  largest 
atock  in  the  history  of  the  State,  2,600,000  tons. 

Mr.  Mattice.  I was  under  the  impression  that  the  crop  of  1943 

was  rather  large. 

Mr.  WooTTON.  That  is  correct. 

Mr.  Mattice.  As  compared  to  former  years. 

Mr.  WooTTON.  That  is  correct.  The  drying  weather  was  very 
good  this  year  also,  so  a great  proportion  of  that  crop  did  actually 
go  into  the  dried  product  instead  of  the  winery. 

Mr.  Mattice.  Is  it  not  a fact  that  the  program  for  the  drying  of 
grapes  for  food  purposes  was  not  carried  out  in  its  entirety  in  1943? 

Mr.  Wootton.  In  1943, 1 should  say  the  oppos'te,  sir.  I think  the 
Government  got  more  than  it  originally  hoped  to  get.  I th  nk  the 
total  tonnage  dried  was  368,000  dried  tons. 

Mr.  Mattice.  Well,  there  was  some  difficulty,  was  there  not,  with 
respect  to  the  growers  of  grapes  who  had  entered  into  that  program 
and  were  unable  to  complete  it  because  of  the  lack  of  facilities  which 
the  Government  was  to  furnish  and  did  not  furnish? 

Mr.  Wootton.  I am  not  familiar  with  that,  sir. 

Mr.  Mattice.  Haven’t  you  heard  of  that? 

Mr.  Wootton.  There  were  probably  individual  cases  where  they 
were  short  of  trays  for  drying — things  like  that. 

Mr.  Mattice.  Do  you  know  generally  about  that  program? 

Mr.  Wootton.  No,  sir;  I do  not. 

Mr.  Mattice.  The  program  which  was  set  up  by  the  War  Food 
Administration? 

Mr.  Wootton.  I do  not.  I know  about  the  general  purposes  of 
the  program,  but  the  actual  operation,  how  it  worked  in  detail,  I do 
not  know. 

Mr.  Mattice.  Do  you  recall  having  heard  in  the  trade  that,  among 
other  things,  the  Government  was  to  provide  10,000,000  trays  for 
drying  purposes  and  did  not,  that  it  only  furnished  3,000,000  trays? 

Mr.  Wootton.  I heard  there  was  a shortage  of  trays,  sir,  but  what 

the  cause  of  it  was,  and  what  the  amount  was,  I do  not  know. 

Mr.  Mattice.  Do  you  know  what  was  done  in  that  situation,  if 
that  was  the  situation?  If  the  trays  were  not  available,  what  would 
these  grape  growers  do  with  their  grapes  if  they  could  not  dry  them? 

Mr.  Wootton.  If  they  cannot  be  dried,  they  can  either  be  shipped 

fresh  or  shipped  to  the  wineries. 

Mr.  Mattice.  Do  you  know  what  they  did  with  them? 

Mr.  Wootton.  I do  not  think  very  many  of  them  went  to  the 
wineries,  sir,  according  to  the  preliminary  figures  on  the  1943  crush. 

Mr.  Mattice.  Don’t  you  know  about  the  fact  of  the  Government 
going  in  and  buying  grapes  from  the  grow(>rs  who  were  not  able  to 
complete  the  program  of  dehydrating  them,  making  raisins  out  of 
them?  Haven’t  you  heard  about  that? 

Mr.  Wootton.  That  conversion  may  have  totaled  50,000  or  60,000 
tons,  which  is  a small  part  of  the  total. 
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Mr.  Mattice.  You  do  not  think  it  was  any  greater  than  that? 

Mr.  Wootton.  No,  sir. 

Mr.  Mattice.  Do  you  know  what  price  they  received  for  the 
grapes  which  they  thus  finally  sold  to  the  Government  instead  of 
making  raisins  out  of  them? 

Mr.  Wootton.  The  price  was  much  higher. 

Mr.  Mattice.  Do  you  know  the  figure? 

Mr.  Wootton.  It  was  on  a sugar  basis,  and  it  was  around  $80  a 
ton,  or  $87  a ton. 

Mr.  Mattice.  Did  the  Government  pay  the  growers  for  the  grapes? 

Mr.  Wootton.  Yes. 

Mr.  Mattice.  How  much? 

Mr.  Wootton.  There  was  a ceiling. 

Mr.  Mattice.  $30.30  a ton,  was  it  not? 

Mr.  W’ooTTON.  That  is  correct. 

Mr.  Mattice.  And  then  the  Government  turned  around  and  sold 
the  grapes  to  the  wineries  for  $75  a ton;  that  is  correct,  is  it  not? 

Mr.  Wootton.  Yes. 

Mr.  Mattice.  You  think  it  was  only  about  60,000  tons? 

Mr.  Wootton.  Possibly  85,000  tons. 

Mr.  Mattice.  Your  association  is  an  association  of  wineries? 

Mr.  Wootton.  That  is  correct;  we  are  not  raisin  growers  or  grape 
growers. 

Mr.  Mattice.  So,  you  would  not  have  been  in  there  pitching,  trying 
to  help  the  grape  growers  dispose  of  their  crops  when  they  were  unable 
to  carry  out  the  raisin  program;  your  association  would  not  have  been 
interested  in  that? 

Mr.  Wootton.  We  normally  take  grapes  that  are  not  dried.  We 
are  a natural  outlet  for  grapes  that  are  in  that  condition. 

Mr.  Mattice.  Now,  these  percentages  which  you  have  given  us  and 
which  are  set  out  in  these  tables,  with  respect  to  the  four  distillers, 
would  they  run  higher  or  greater — estimating,  of  course — in  1943  than 
they  did  in  1942?  Will  you  have  some  general  idea  about  that? 

Mr.  Wootton.  We  actually  have  no  figures,  as  I said,  sir,  for 
example,  on  the  grapes  crushed. 

Mr.  Mattice.  I appreciate  that. 

Mr.  Wootton.  All  I can  say  on  that  is  what  I heard,  and  that  is 
that  during  the  1943  season,  when  it  actually  boiled  down  to  the  end 
of  it,  the  wineries  stayed  substantially  in  the  same  relative  position 
that  they  did  before,  and  also  the  Italian  Swiss  colony  and  Roma 
Wine  Co.  got  somewhat  less  than  the  relative  proportion  of  the  pre- 
vious years.  I do  not  know  what  the  facts  are. 

Mr.  Mattice.  Let  us  take  one  of  your  tables  just  as  a sample, 
let  us  take  the  grapes  crushed  shown  in  your  table  5. 

Mr.  Wootton.  Yes. 

Mr.  Mattice.  There  it  shows  that  the  four  distillers  in  1942 
crushed  19.3  percent  of  the  total  crush  of  a little  over  half  a million 
tons. 

Mr.  Wootton.  Yes. 

Mr.  Mattice.  Would  you  have  some  idea  whether  in  1943  that 
would  be  more  or  less? 

Mr.  Wootton.  Well,  the  total  crush  figure  probably  is  going  to 
run  somewhere  between  750,000  and  800,000  tons,  as  far  as  I can  tell. 

Mr.  Mattice.  It  would  be  larger,  from  what  you  said  about  the 
crop? 
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Mr,  WooTTON.  Yes. 

Mr.  Mattice.  What  would  you  think  about  the  percentage  of  the 
total,  whatever  it  was,  crushed  by  the  four  distillere? 

Mr.  WooTTON.  I assume  from  what  I heard  it  would  probably 
remain  the  same. 

Mr.  Mattice.  Around  20  percent? 

Mr.  WooTTON.  Around  20  percent.  As  I say,  I do  not  know  the 
facts. 

Mr.  Mattice.  Let  me  ask  you,  while  I think  of  it,  Mr.  W^ooton, 
tliere  are  in  those  wmeries  in  California,  are  there  not,  some  distilling 
equipment? 

Mr.  WooTTON.  Yes. 

Mr.  Mattice.  Such  as  is  used  in  alcohol  distilleries? 

Mr.  WooTTON.  Yes. 
f Mr.  Mattice.  They  are  called  stills? 

Mr.  Wootton.  That  is  right. 

Mr.  Mattice.  I do  not  know  whether  they  are  the  same  piece  of 
apparatus  or  not,  but  at  least  they  are  capable  of  taking  the  fruit, 
making  a mash  and  distilling  it,  and,  among  other  things,  they  make 
brandy  from  it. 

Mr.  Wootton.  Yes. 

Mr.  Mattice.  Do  you  have  any  knowledge  concerning  the  time 
when  at  least  it  was  rumored  those  stills  were  to  be  taken  out,  all  of 
them,  and  shipped  East  and  put  into  the  plants  in  the  East  that  were 
making  industrial  alcohol?  Do  you  happen  to  know  about  that? 

Mr.  Wootton.  I think  it  was  in  the  spring  and  summer  of  1942 
' when  the  War  Production  Board  indicated  that  it  was  going  to  set  up 

a program  in  the  Middle  West,  near  the  source  of  grain  supply,  for 
having  the  whisky  distilleries  instead  of  distilling  whisky,  distill 
alcohol.  The  ordinary  whisky  still  is  usually  not  equipped  to  turn  out 
alcohol.  It  has  to  have  a rectifying  column  on  it  which  will  take  the 
flavor  out  and  increase  distillation  up  to  190  or  over.  Our  stills  in 
California  make  excellent  rectifying  apparatus.  After  consultation 
with  the  War  Production  Board,  the  people  on  the  coast — ^ — • 

The  War  Production  Board  had  consultations  with  the  various 
firms  on  the  coast,  and  it  was  found  from  between  20  to  30  pieces  of 
still  equipment  could  be  released,  and  I believe  they  were  eventually 
released  and  wound  up  in  the  Midwest  as  part  of  the  converted  whisky 
plant  program. 

Mr.  Mattice.  Was  that  any  considerable  portion  of  the  total  num- 
ber of  such  equipments  there,  or  was  that  just  a drop  in  the  bucket, 
so  to  speak? 

Mr.  Wootton.  It  was  a fair  proportion.  I do  not  have  in  mind  the 
total  number  of  stills,  but  it  was  a fair  proportion. 

Mr.  Mattice.  I did  not  know  that  they  did  actually  move  some 
of  the  equipment. 

Mr.  Wootton.  Yes. 

Mr.  Mattice.  Eastward. 

Mr.  Wootton.  Yes. 

Mr.  Mattice.  I had  not  been  told  that  before.  I understood  there 
was  some  talk  of  doing  it. 

Mr.  W'ooTTON.  I think  in  some  eases  they  were  scheduled  to  be 
moved  but  they  did  not  actually  move. 

Mr.  Mattice.  Do  you  know  why  it  was  not  done? 

Mr.  Wootton.  No,  sir. 


Mr.  Mattice.  Why  the  program  was  abandoned? 

Mr.  Wootton.  No,  sir. 

Mr.  Mattice.  When  was  that?  In  1942? 

Mr.  Wootton.  I think  those  transactions  occurred  in  the  summer  of 
1942. 

Mr.  Mattice.  When  were  these  California  wine  properties  ac- 
"*  \ quired  by  the  four  distillers?  In  what  years? 

Mr.  Wootton.  The  total  range  is  from  1938  through  1943. 

Mr.  Mattice.  When  was  the  most  of  it  done?  In  what  year? 

1 Mr.  Wootton.  The  large  volume  of  it  was  acquired  in  1942,  the 

fall  of  1942. 

Mr.  Mattice.  Now,  can  you  tell  us  whether,  in  respect  to  1942 
when  those  four  distilleries  acquired  the  bulk  of  the  California  wine 
properties,  as  to  whether  that  was  before  or  after  the  time  when  that 
program  was  under  way  to  pull  the  stills  out  of  California  and  ship 
them  east? 

Mr.  Wootton.  I would  say  they  ran  along  about  the  same  time. 

Mr.  Mattice.  I will  ask  you  if  it  is  not  a fact  that  it  was  after 
the  program  of  shipping  the  stills  east  was  abandoned,  that  the 
four  large  distillers  went  into  California  and  bought  properties,  wine 
• properties,  of  a considerably  greater  number  than  they  had  previously 

done? 

Mr.  W”ootton.  Well,  sir,  I have  never  understood  that  the  program 
you  are  referring  to  was  abandoned,  because,  as  I understood  it,  at 
least  the  major  portion  of  the  program  was  carried  through. 

Mr.  Mattice.  That  may  be. 

Mr.  Wootton.  I should  say  the  negotiations  leading  to  the  acquisi- 
tion of  the  stills  preceded  the  date  of  actual  acquisition,  the  final 
date  of  acquisition  of  the  properties. 

Mr.  Mattice.  Did  your  association  have  any  part  in  that? 

That  is,  were  you  paying  attention  to  it  at  the  time  these  things 
were  going  on? 

Mr.  Wootton.  The  War  Production  Board  asked  us  for  information 
A,  about  the  number  of  stills  and  who  owned  them,  f,nd  that  sort  of 

thing,  and  that  led  up  to  the  final  negotiations  directly  with  the  firms. 

Mr.  Mattice.  I take  you  association  was  interested  in  that  pro- 
( gram,  was  it  not? 

Mr.  WMotton.  Yes. 

Mr.  Mattice.  Did  your  association  take  any  position  on  it,  that 
is  as  to  whether  it  favored  it  or  whether  it  opposed  it? 

Mr.  Wootton.  Well,  we  wanted  to  do  as  much  as  we  could  to  help 
along,  as  far  as  that  is  concerned. 

Mr.  Mattice.  Help  along  in  what  respect? 

Mr.  W”ooTTON.  Well,  the  Government’s  war  alcohol  program. 

Mr.  Mattice.  If  that  involved  taking  the  stills  out  of  California, 
you  favored  it? 

Mr.  Wootton.  It  was  a question  of  finding  out  how  many  stills  the 
Government  actually  needed,  and  a question  of  locating  the  stills. 
You  know  some  of  the  stills  were  not  being  used  and  others  were,  and 
that  sort  of  thing,  as  to  which  were  the  most  readily  available,  but  the 
final  negotiations  were  between  the  Government  and  the  individual 
firms. 

Mr.  Mattice.  Do  I understand  you  then  as  saying  that  your  asso- 
ciation was  not  in  favor  of  taking  all  of  the  stills  out  of  California? 
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Mr.  WooTTON.  Not  unless  it  was  absolutely  necessary;  no,  sir. 

Mr.  Mattice.  Do  you  happen  to  know  who  it  was  in  the  War 
Production  Board  that  had  to  do  with  that  matter  and  who  gave 
whatever  direction  was  given  m respect  to  taking  the  stills  out  of 
California? 

Mr.  WooTTON.  The  section  involved  was  the  Chemical  and  Solvents 
Section,  I believe,  which  I believe  was  headed  by  Mr.  Boyer,  and  Mr. 
McNamara  was  the  consultant. 

Mr.  Mattice.  Who  was  Mr.  McNamara? 

Mr.  WooTTON.  Mr.  McNamara  was  from  the  National  Distillers. 

Mr.  Mattice.  What  was  his  full  name?  Matthew  J.,  was  it  not? 

Mr.  WooTTON.  Yes. 

Mr.  Mattice.  You  say  he  was  from  the  National  Distillers? 

Mr.  WooTTON.  Yes. 

Mr.  Mattice.  You  mean  he  was  from  the  National  Distillers;  you 
mean  he  had  formerly  been  with  the  National  Distillers,  is  that  right? 

Mr.  WooTTON.  He  is  an  officer  of  National  Distillers. 

Mr.  Mattice.  You  put  it  in  the  present  tense.  Is  he  now  an 
officer? 

Mr.  WooTTON.  He  always  was.  I think  he  was  on  loan. 

Mr.  Mattice.  He  has  been  an  officer  of  National  Distillers  aU  the 
time? 

Mr.  WooTTON.  I do  not  know  actually,  sir,  what  his  relationship 
was. 

Mr.  Mattice.  At  the  time  he  w'as  connected  with  the  War  Produc- 
tion Board  was  he  then  an  officer  of  the  National  Distillers? 

Mr.  WooTTON.  I believe  so. 

Mr.  Mattice.  He  is  not  connected  with  the  War  Production  Board 
at  the  present  time? 

Mr.  WooTTON.  No,  sir. 

Mr.  Mattice.  And  how  long  since  did  he  leave  there,  about? 

Mr.  WooTTON.  I do  not  recollect  the  exact  date,  sir.  I believe  the 
fall  of  1942,  or  early  1943. 

Mr.  Mattice.  It  has  been  at  least  a year  ago? 

Mr.  WooTTON.  Approximately;  yes,  sir. 

Senator  Murdock.  May  I ask  a question? 

Mr.  Mattice.  Yes,  sir. 

Senator  Murdock.  Do  you  know  whether  he  is  with  the  National 
Distillers  now? 

Mr.  WooTTON.  I believe  he  is,  sir;  yes. 

Senator  Murdock.  He  went  right  back  to  his  job  with  them? 

Mr.  WooTTON.  Yes,  sir;  as  far  as  I know. 

Mr.  Mattice.  During  this  period  when  Mr.  McNamara  was  with 
the  War  Production  Board  and  when  this  program  of  taking  the  stills 
out  of  California  was  under  way,  do  you  know  what  Mr.  McNamara’s 
salary  was,  that  he  received  from  National? 

Mr.  Wootton.  No. 

Mr.  Mattice.  Do  you  know  whether  he  drew  a salary  or  whether 
he  was  a dollar-a-year  man? 

Mr.  Wootton.  I guess  he  was  a dollar-a-year  man. 

Mr.  Mattice.  You  do  not  know,  though,  whether  he  received  a 
salary  from  the  National  Distillers? 

Mr.  Wootton.  No. 

Mr.  Mattice.  Mr.  Boyer,  is  he  stiU  connected  with  the  War  Pro- 
duction Board? 
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Mr.  Wootton.  I believe  so;  yes,  sir. 

Mr.  Mattice.  What  is  his  title? 

Mr.  Wootton.  I believe.  Chief  of  the  Chemical  and  Solvents  Section. 

Mr,  Mattice.  Chief  of  the  Chemical  and  Solvents  Section? 

Mr.  Wootton.  Yes. 

Mr.  Mattice.  Was  Mr.  Boyer  connected  with  either  of  these  dis- 
tilling companies? 

Mr.  Wootton.  I do  not  know  what  Mr.  Boyer’s  connections  are  at 
all,  sir;  I do  not  believe  so. 

Mr.  Mattice.  Now,  Mr.  Wootton,  let  me  ask  you  about  another 
subject  in  connection  with  the  California  wine  industry.  There  was 
a time  when  the  Office  of  Price  Administration  established  ceiling 
prices,  was  there  not,  on  both  grapes  and  wine?  You  are  familiar 
with  that? 

Mr.  Wootton.  Yes,  sir. 

Mr.  Mattice.  When  was  that?  \Miat  year? 

Mr.  Wootton.  We  have  had  several  successive  regulations.  The 
first  was  the  general  maximum  price  regulation  which  came  along 
about  April  1942  and  froze  prices  as  of  March  1942.  That  applied  to 
wine  prices,  that  did  not  apply  to  grape  prices.  Following  that  several 
adjustments  were  made  in  the  original  base  from  which  we  had  to  • 
work,  and  there  were  several  successive  wine  regulations. 

Mr.  Mattice.  Did  your  association  have  any  part  in  or  any  contact 
with  those  matters  at  the  time  they  occurred? 

Mr.  Wootton.  Yes,  sir.  It  is  part  of  our  job,  in  connection  with 
any  regulation,  to  get  for  the  Government  the  facts  that  it  wants  or 
needs  to  help  prepare  the  regulations,  as  far  as  they  are  available  to  us. 

Mr.  Mattice.  Will  you  give  us  a little  picture  of  how  it  was  done? 

Is  there  a committee,  or  something,  that  meets  and  after  discussion  it 
determines  upon  the  matter  of  ceilings?  How  was  that  done? 

Mr.  Wootton.  As  far  as  actual  pricing  was  concerned  and  all  that 
part  of  it,  the  matter  was  conducted  directly  between  O.  P.  A.  and 
individual  firms.  In  other  words,  we  had  nothing  to  do  with  their 
prices,  nor,  as  a matter  of  fact,  with  the  general  price  levels  that 
prevailed.  That  is  outside  our  functions.  As  to  giving  the  general 
information  to  the  O.  P.  A.,  we  gave  it  to  them. 

Mr.  Mattice.  I want  to  ask  you  this,  Mr.  Wootton.  I understand 
there  is  now — I do  not  know  whether  there  was  then — an  advisory 
committee  in  respect  to  wine. 

Mr.  Wootton.  That  is  correct.  There  have  been  several  com- 
mittees in  connection  with  the  several  orders. 

Mr.  Mattice.  Which  is  correct? 

Mr.  W”ooTTON.  Up  until  now,  until  a few  months  ago,  there  was 
no  formal  advisory  committee.  There  had  been  no  procedure  set 
up  in  O.  P.  A.  for  that  arrangement,  so  O.  P.  A.  appointed  informal 
committees  as  representatives  of  the  industry  and  consulted  with 
them  on  those  matters. 

Mr.  Mattice.  There  came  a time,  did  there  not,  when  O.  P.  A. 
set  about  to  fix  ceiling  prices  on  grapes,  that  is,  as  to  the  prices  which 
the  grower  might  charge  for  his  grapes? 

Mr.  Wootton.  Yes. 

Mr.  Mattice.  When  was  that? 

Mr.  Wootton.  That  was  in  the  early  summer  of  1943.  There 
had  been  no  ceiling  on  grapes  in  the  1942  season. 
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Mr.  Mattice.  There  was  a ceiling  on  wine,  on  the  finished  product, 
but  no  ceiling  on  the  material  from  which  the  finished  product  was 
made? 

Mr.  WooTTON.  That  is  correct. 

Mr.  Mattice.  Until  1943? 

Mr.  WooTTON.  That  is  correct. 

Mr.  Mattice.  Did  O.  P.  A.  put  ceiling  prices  on  fresh  grapes  in  ■" 

1943? 

Mr.  WooTTON.  In  1943,  though  somewhat  later  in  the  season, 
ceilings  had  been  placed  on  all  grapes  except  on  sales  to  the  winery. 

Senator  Ferguson.  I did  not  hear  the  last  part. 

Mr.  WooTTON.  Except  on  sales  to  the  wineries. 

Mr.  Mattice.  In  other  words,  if  the  grapts  grower  sold  his  grapes 
to  a man  driving  along  the  road,  who  was  not  connected  with  a winery, 
he  was  limited  in  the  price  he  could  charge  for  them.  If  he  shipped 
them  out  of  the  State  to  the  markets,  generally  to  the  East,  he  operated 
under  a price  ceiling,  but  if  he  sold  them  to  a winery,  he  was  not  under 
a price  ceiling? 

Mr.  WooTTON.  That  is  right. 

Senator  Ferguson.  \Vliat  reason  was  given  for  that? 

Mr.  WooTTON.  The  grapes  that  go  to  the  wineries  are  a tremendous 
number  of  varieties  from  different  parts  of  the  State  and  they  always 
have  their  individual  values.  I guess  the  prices  from  the  lower  price 
values  to  the  higher  price  values  might  vary  anywhere  from  $50  to  $60 
a ton.  The  reason  for  that  is  they  are  grown  in  different  districts, 
they  are  different  kinds  of  grapes,  they  have  a different  yield  per  acre, 
and  they  make  different  kinds  of  wine,  some  of  which  command  more 
value  than  others,  and  as  the  result  the  fixing  of  ceilings  on  all  those 
different  varieties  is  a very  hard  job.  In  the  1942  season  the  O.  P.  A. 
said  that  in  the  wine  price  it  would  allow  a grape  cost  to  be  reflected  up 
to  a certain  point  per  ton,  $28.20,  and  that  would  be  the  figure  on  which 
the  wine  prices  would  be  based. 

WTiile  there  was  no  ceiling  in  the  1942  season,  the  actual  average 
figures  that  were  returned  to  the  farmer  as  they  later  developed,  " 

turned  out  to  be  $30.30,  which  is  fairly  close  to  the  figure  that  the 
O.  P.  A.  had  in  mind  when  it  was  setting  the  wine  ceilings.  I assume 
that  the  O.  P.  A.  felt  the  same  system  would  work  this  next  year, 
in  1943.  ' * 

Mr.  Mattice.  Now,  Mr.  Chairman,  I would  like  to  read  into  the 
record  at  this  time  a press  release  of  the  Office  of  Price  Administration 
dated  September  3,  1943.  I think  it  is  pertinent  in  connection  with 
the  matters  we  are  now  discussing. 

The  Chairman.  Read  it  out  loud. 

Mr.  Mattice  (reading): 

From  San  Francisco  district  office,  Office  of  Price  Administration,  1355  Market 
Street,  San  Francisco.  I 

For  release  to  Friday  P.  M.  S.,  September  3,  1943.  | 

The  Office  of  Price  Administration  today  warned  the  western  wine  and  grape 
industry  that  continued  purchase  of  juice  grapes  at  reported  current  high  prices  i 

may  involve  heavy  losses  for  buyers  when  new  regulation  covering  juice  grapes, 
wines,  and  related  products  are  established.  The  new  regulations  are  expected 
to  be  made  public  within  the  next  few  days. 

Office  of  Price  Administration  officials  here  declared  that  amendments  to  maxi- 
mum price  regulations  425  and  426,  now  being  drawn  in  Washington,  D.  C.  will 
set  prices  covering  juice  grapes  for  out-of-State  shipment  on  the  basis  of  an 
average  return  to  the  grower  of  $37. 10  a ton,  while  flat  prices  to  be  established  for  ! 

bulk  and  packaged  wines  will  be  based  on  a $30.30  average  return  to  the  grower,  ! 

! 
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“Paying  in  excess  of  these  average  figures  is  pure  speculation,”  Office  of  Price 
Administration  warned,  revealing  it  is  receiving  reports  of  juice  grape  purchases 
ranging  from  $65  to  as  high  as  $85  a ton. 

The  Office  of  Price  Adniinistration  declared  it  will  investigate  excessive  pay- 
ments to  growers  to  determine  whether  they  involve  any  of  the  following:  (1) 
Diversion  of  new  wine  into  so-called  “high-ceiling”  brands,  as  a subterfuge  to  get 
around  ceilings.  The  new  wine  regulation,  Office  of  Price  Administration  pointed 
^ out,  will  roll  back  prices  on  such  “high-priced”  brands  put  on  the  market  since 

March  of  1942,-  and  will  not  raise  the  ceilings  on  old  brands;  (2)  diversion  into 
making  of  fruit  spirits.  Ceiling  prices  on  grape  spirits  are  now  under  $1  per 
proof  gallon,  so  that  in  legitimate  trade  the  processor  cannot  break  even  if  he  pays 
growers  substantially  in  excess  of  the  average  $30.30  price;  (3)  diversion  to 
brandy,  domestic  or  for  export.  Current  ceilings  on  new  brands  are  even  lower 
on  a wine  gallonage  basis  than  those  for  grape  spirits,  and  Office  of  Price  Ad- 
ministration warned  it  will  keep  an  eye  on  any  attempts  to  export  brandies  at 
higher  than  ceiling  prices;  (4)  excessive  processing  charges  at  approximately  last 
year's  level,  thus  invalidating  processing  contracts  involving  material  price 
increases. 

The  Office  of  Price  Administration  pointed  out  that  cooperative  wineries  are 
subject  to  the  same  restrictions  on  wine  prices  as  other  wineries. 

Do  you  recall  when  that  press  release  was  put  out  by  the  Office  of 
Price  Administration^ — September  3,  1943? 

Mr.  WooTTON.  Yes,  sir. 

Mr.  Mattice.  ^ffiat  happened  as  the  result  of  that,  with  respect 
’ to  the  grape  growers  in  California,  if  you  loiow,  with  respect  to  what 

they  did  and  how  they  conducted  their  sales? 

Mr.  WooTTON.  I would  say  it  had  no  effect  on  the  actual  marketing 
of  grapes. 

Mr.  Mattice.  Might  it  not  have  had  an  effect  upon  the  price  at 
which  the  grapes  were  marketed?  Let  me  ask  you  this  further:  If 
you  had  at  that  time  been  a grower  of  grapes  in  California  and  you 
read  the  press  release  put  out  by  O.  P.  A.  saying  they  were  going  to 
put  a ceiling  of  $30.30  on  grapes  to  be  used  inside  of  the  State  of 
California,  would  that  not  have  affected  you  in  the  matter  of  what 
price  you  would  charge  for  the  grapes? 

Mr.  WooTTON.  A ceiling  on  the  wine? 

Mr.  Mattice.  This  is  a ceiling  on  grapes. 

I Mr.  WooTTON.  That  release  stated  there  would  be  a ceiling  on  wine. 

Mr.  Mattice.  There  would  be  a ceiling  on  wine,  but  the  price  was 
$30.30  per  ton  for  the  grapes  to  be  paid  the  grower. 

* . y Mr.  WooTTON.  No,  sir.  May  I explain  it? 

Mr.  Mattice.  Yes,  sir. 

Mr.  WooTTON.  It  said  the  average  price  on  wine  ceilings  would  not 
reflect  an  average  price  paid  for  grapes. 

Mr.  Mattice.  I will  save  time,  I think,  by  asking  you  if,  in  fact, 
the  Office  of  Price  Administration  did  not,  within  a few  days  after  the 
date  mentioned  on  that  press  release,  put  a ceiling  on  grapes,  a ceiling 
price  which  the  grower  could  charge,  and  the  price  was  $30.30  a ton 
for  grapes  to  be  used  in  the  State  and  $37.10  for  grapes  to  be  shipped 
out  of  the  State? 

Mr.  WooTTON.  No,  sir;  there  was  no  ceiling. 

Mr.  Mattice.  They  never  did  that? 

Mr.  WooTTON.  No,  sir;  and  the  release  did  not  say  so. 

Mr.  Mattice.  Whether  the  release  says  so  or  not,  I am  just  asking 
now  whether  O.  P.  A.  did  not  do  it. 

Mr.  WooTTON.  They  never  did. 

Mr.  Mattice.  They  never  did  put  a ceiling  on  grapes  which  the 
growers  could  charge? 
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Mr.  "W  COTTON.  To  the  winery? 

Mr.  Mattice.  To  the  winery. 

Mr.  WooTTON.  Yes. 

Mr.  Mattice.  I see  you  are  dividing  it.  They  did  put  a ceiling  on 
grapes  sold  to  anyone  else  except  the  winery? 

Mr.  \V  COTTON.  They  were  relying  on  the  wine  ceiling. 

Mr.  Mattice.  We  may  just  misunderstand  each  other  a little  hit. 
Let  me  straighten  that  out.  What  you  are  saying»is4he  O.  P.  A. 
did  not  put  a ceiling  on  the  price  of  grapes  from  the  grower  if  sold  to 
the  wineries? 

Mr.  WooTTON.  Yes. 

Mr.  Mattice.  Laying  that  aside,  did  they  put  a ceiling  on  the 
price  of  grapes  w^hich  the  grower  sold  if  he  sold  to  others  than  wineries? 

Mr.  WooTTON.  Yes.  I think  there  may  be  one  small  exception  to 
that,  which  is  not  important. 

Mr.  Mattice.  Was  that  price  $30.30  a ton? 

Mr.  W^OOTTON.  With  the  ceiling  on  it? 

Mr.  Mattice.  Yes. 

Mr.  W COTTON.  That  was  $37, 1 think,  according  to  the  release. 

Mr.  Mattice.  That  was  for  grapes  shipped  out  of  the  State,  was 
it  not? 

Mr.  WooTTON.  Yes. 

Mr.  Mattice.  There  were  two  prices,  one  for  grapes  used  in  the 
State  and  one  for  grapes  used  out  of  the  State,  were  there  not? 

Mr.  WooTTON.  1 believe  so.  I am  not  familiar  with  the  grape 
price  ceilings. 

Mr.  Mattice.  What  happened  after  those  thin^  were  done? 
This  announcement  was  made  in  the  press  and  sometime  subsequent 
to  that  O.  P.  A.  did  establish  ceiling  prices  for  grapes,  at  least  ap- 
plicable to  some.  If  it  was  not  applicable  to  the  situation  of  grapes 
sold  to  wineries,  it  was  applicable  to  grapes  sold  for  other  purposes. 

What  happened  with  respect  to  growers  of  grapes  out  in  California? 
Did  they  sell  at  $30.30,  or  what  did  they  do?  Do  you  happen  to 
know? 

Mr.  WooTTON.  No,  sir.  The  prices  for  grapes  to  the  wineries  were 
substantially  higher  than  they  were  in  the  preceding  season. 

Mr.  Mattice.  I do  not  know  what  you  mean  by  “substantially 
higher.”  Did  they  get  around  $100  a ton? 

Mr.  Wootton.  There  were  some  such  sales  there,  I believe. 

Mr.  Mattice.  Would  not  you  call  that  more  than  substantial? 

Mr.  Wootton.  I will  teU  you,  sir.  The  unofficial  report  in  con- 
nection with  the  crush  this  year  indicated  probably  the  average  prices 
for  all  grapes  sold  to  wineries  would  be  around  $77  a ton,  but  that  is 
still  not  complete  or  final. 

Senator  Ferguson.  How  could  they  then  sell  wine  on  the  basis  of 
$30.30  when  they  pay  anybody  $70  for  the  grapes? 

Mr.  Wootton.  They  cannot. 

Senator  Murdock.  What  do  you  mean  by  “fruit  spirits”?  What 
is  meant  by  that  term? 

Mr.  Wootton.  Fruit  spirits  is  a neutral  spirit.  It  is* an  alcohol, 
only  it  is  made  from  fruit  juices  instead  of  from  grain  or  molasses. 

Senator  Murdock.  But  you  have  exactly  the  same  product,  do 

you  not?  • j-a 

Mr.  Wootton.  Pretty  close  to  it.  There  are  some  mmor  diff- 
erences because  there  is  still  some  shade  of  flavor  left. 
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Senator  Murdock.  So  that  fruit  spirits,  if  they  are  distilled  in 
California,  could  be  substituted  for  the  neutral  spirits  formerly 
distilled  by  the  distillers,  all  of  which  now  is  going  into  industrial 
alcohol? 

Mr.  W OOTTON.  That  is  correct.  It  could  be,  sir. 

Senator  Murdock.  Do  you  represent,  or  does  your  institute  repre- 
sent the  four  big  distillers  that  went  into  the  grape  business  in  Cali- 
fornia, or  the  wine  business? 

Mr.  Wootton.  The  firms  in  their  employment  were  formerly 
members  of  ours,  and  are  still  members  of  ours. 

Senator  Murdock.  Still  members  of  your  organization? 

Mr.  Wootton.  Yes. 

Senator  Murdock.  Could  the  big  distillers  go  into  the  wine  business 
in  California  for  the  purpose  of  getting  the  neutral  spirits  necessary 
for  the  blending  of  the  whiskies  in  storage? 

Mr.  Wootton.  It  is  theoretically  possible,  but  whether  it  actually 
happened,  I do  not  know. 

Senator  Murdock.  Is  not  that  the  very  reason  that  your  out-of- 
State  distillers  went  into  the  wine  business,  to  substitute  the  fruit 
spirits  made  from  grapes  in  California  for  the  neutral  spirits  formerly 
distilled  at  their  own  distilleries  and  which,  for  the  last  year  or  so, 
have  been  going  into  industrial  alcohol? 

Mr.  Wootton.  It  could  have  been  a reason,  sir.  I do  not  think 
there  w’as  any  substantial  amount  of  it.  There  was  some  of  it,  but 
which  firms  are  doing  it  I do  not  know. 

Senator  Murdock.  A substantial  amount  of  your  fruit  spirits  in 
California? 

Mr.  W'ooTTON.  I say  I do  not  think  it  was  in  any  substantial 
amount. 

Senator  Murdock.  Not  in  any  substantial  amount? 

Mr.  W'OOTTON.  No. 

Senator  Murdock.  Do  you  know  with  reference  to  whether  or  not 
the  four  distilleries  that  went  into  the  wine  business  in  California, 
whether  any  of  the  distilleries  of  the  companies  that  they  took  over 
were  shipped  out? 

Mr.  Wootton.  It  has  been  some  time  since  I remember  the  list  of 
persons  who  supplied  the  stills. 

Senator  Murdock.  Is  that  information  available,  that  is,  the  com- 
parison between  the  number  of  stills  that  were  sliipped  from  California, 
from  the  four  distilleries  that  went  in  there  to  produce  wine,  and  the 
other  members  of  your  institute? 

Mr.  Wootton.  I could  obtain  that  for  you  from  the  west  coast,  I 
think;  sir. 

Senator  Murdock.  It  seems  to  me,  Mr.  Chairman,  that  that  is  a 
very  important  piece  of  information  for  this  committee  to  have.  I do 
not  know  what  the  other  members  of  the  committee  have  gleaned 
from  the  evidence  this  morning,  but  it  seems  to  me  it  is  a fair  deduc- 
tion to  arrive  at  at  this  point,  that  your  distilling  companies  that  went 
into  the  wine  business  in  California  had  in  mind  substituting  the  fruit 
spirits  of  California  for  the  neutral  spirits  formerly  distilled  at  other 
distilleries,  and  it  seems  to  me  that  that  information  w^ould  have  a 
bearing  on  that  very  point.  I would  like  to  have  it,  if  that  is  available. 

Mr.  Wootton.  I could  get  you  the  information  from  the  west 
coast,  and  I will  submit  it  to  you.  As  to  what  the  companies  actually 
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did  in  the  way  of  making  high-proof  brandy  this  year,  or  what  their 

disposal  of  it  was,  I have  no  knowledge  of  it ; sir. 

Senator  Murdock.  While  I have  already  interrupted  the  attorney, 
may  I ask  you  this:  Is  it  not  true  that  in  the  last  year  or  so  the  alcoholic 
content  of  your  California  wines  has  very  materially  increased? 

Mr.  WooTTON.  No,  sir;  we  are  still  making  the  same  kind  oi  wmes 

that  we  always  did. 

Senator  Murdock.  What?  , • i f • . 

Mr.  WooTTON.  We  are  still  making  the  same  kind  ot  wmes  tnat 

we  always  did.  , , t ^ \ 

Senator  Murdock.  Is  it  true  that  the  alcoholic  content  has  in- 

creased? 

Mr.  WooTTON.  No,  sir. 

Senator  Murdock.  That  is  not  true? 

Mr.  WooTTON.  No,  sir.  ^ ■ • - t 

Senator  Murdock.  Is  it  not  true  that  your  California  wmes  are  ot 

a much  higher  alcoholic  content  than  import(;d  wines?  i i i 
Mr.  WooTTON.  No,  sir.  In  the  matter  of  wmes  from  abroad  and 
American  wines,  whether  made  in  Califoniia  or  in  the  east,  they  have 
always  made  two  kinds  of  wines,  one  being  the  table  .wmes,  that  you 

drink  with  your  meals 

Senator  Murdock.  I did  not  hear  you.  _ 

Mr.  WooTTON.  One  group  of  wines  is  the  table  wmes  whicn  you 
drink  with  your  meals  and  which  haven’t  got  much  sugar  in  them, 
which  are  the  dry  wines,  and  which  contain  between  12  and  14  percent 
of  alcohol  bv  volume;  and  the  other  group  of  wmes  which  are  known 
as  the  dessert  wines,  like  port,  the  sherries  and  muscatels,  which 
contain  between  18  and  20  percent  alcohol,  and  by  volume,  they  are 
sweet,  and  the  extra  alcohol  in  there  acts  as  a preservative  and  keeps 
the  sugar  that  is  present  in  the  wine  from  spoiling  it  when  it  is  exposed 

^^Se^Dator  Murdock.  Is  that  increased  alcoholic  content  the  result  of 
adding  fruit  spirits,  or  is  it  done  in  the  fermentation  process. 

Mr.  WooTTON.  It  is  done  during  the  fermentation  process.  lou 
allow  the  fermentation  to  proceed  to  a certain  point  until  you  have 
just  as  much  grape  sugar  left  in  the  juice  as  you  want  to  have  in  the 
final  product,  and  then  you  add  a small  quantity  of  grape  spirits  in 
there  which  stops  the  fermentation  and  holds  the  wme  stable,  keeps 

it  sweet,  keeps  it  from  spoiling.  , , , , i • i c j 

Senator  Murdock.  Then  the  additional  alcohol  wh^^“ 
the  sweet  wines  is  put  in  there  by  adding  actual  alcohol . 

Mr.  WooTTON.  By  adding  grape  spirits  or  grape  brandy. 

Senator  Murdock.  Do  W'e  import  any  W'ines  of  as  high  alcoholic 

content  at  18?  . , . ^ 

Mr.  WooTTON.  Yes,  sir;  a good  portion  of  imports  have  always 

been.  The  port  from  Portugal,  which  is  a wine  of  the  type  we  are 
talking  about,  and  sherry  from  Spam,  wdiich  is  of  the  sa,me  general 
type  except  it  is  not  red  but  white  or  brownish,  that  has  always  had  a 

substantial  market. 

Senator  Murdock.  That  is  all.  i ^ i = 

Mr.  Mattice.  The  kind  of  w^ine  that  Senator  Murdock  speaks  ot 

is  what  is  known  as  fortified  wine,  is  it  not?  i ^ 

Mr.  WooTTON.  That  is  the  technical  term  in  the  revenue  depart- 
ment. 
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Mr.  Mattice.  Is  it  true  that  wines  of  that  variety,  sometimes 
called  fortified  wines,  wines  that  have  a dosage  of  alcohol,  are  common 
to  all  the  wine-producing  regions? 

Mr.  >V  ooTTON.  That  is  correct.  • 

Mr.  Mattice.  I happen  to  know  it  is  true  in  the  Ohio  wine  region. 
Mr.  Wootton.  It  is  true  of  New  York  State,  Ohio,  and  California. 

* Mr.  Mattice.  It  is  true  of  France  and  Italy. 

Mr.  Y OOTTON.  Southern  France  produces  a great  deal  of  that  wine. 
Mr.  Mattice.  You  seem  to  make  a division  between  the  two  kinds, 

• at  least  by  naming  them,  one  of  them  a table  wine  and  the  other  a 

dessert  wine. 

Mr.  Wootton.  That  is  correct.  i ^ 

Mr.  Mattice.  I do  not  happen  to  be  familiar  with  that,  but  is  that 

something  new?  • i i i j 

Mr.  Wootton.  No;  that  is  a fairly  old  term,  particularly  abroad. 

It  expresses  the  general  use  of  the  product.  v u i. 

Mr.  Mattice'  In  other  words,  the  wine  containing  the  lighter 
alcoholic  content,  12  or  13  percent,  is  known  as  the  table  wine  and  is 
a dry  wine,  and  the  other  with  an  alcoholic  content  of  18  to  20  percent 
is  known  as  a dessert  wine  and  is  a sweet  wine? 

‘ Mr.  Wootton.  That  is  correct.  ... 

Senator  Murdock.  I wonder  if  I could  interrupt  you  again  to  just 

ask  this  question? 

Mr.  Mattice.  Yes,  sir.  * i j 

Senator  Murdock.  Itispromptedby  what  Senator  Ferguson  asked. 
You  say  they  could  not  pay  the  high  price  that  they  did,  that  is  from 
$77  up  per  ton  for  grapes  and  profitably  produce  wine  from  it? 

Mr.  W’ooTTON.  No,  sir.  . 

Senator  Murdock.  But  they  could  pay  that  price,  could  they  not, 
for  the  grapes,  make  fruit  spirits  out  of  them  and  then  use  those  fruit 
spirits  in  the  blending  of  their  high-priced  whisky? 

Mr.  Wootton.  I do  not  know  the  relative  cost  of  spirits  m whisky, 
sir.  i assume  if  the  ceiling  on  the  whisky  is  high  enough  to  permit  the 

^ > extra  cost,  they  could  do  it.  . , • * 

Senator  Ferguson.  Wliat  will  it  cost  to  make  neutral  spirits  out 

of  $77  a ton  for  grapes?  Have  you  got  the  figures? 

• . < Mr.  W'ooTTON.  No ; I haven’t  got  the  figures.  I was  trying  to  fagure 

roughly  what  it  would  be.  I would  say  it  would  be  somewhere  between 

$2  and  $2.50  a gallon.  , • o 

Senator  Ferguson.  Wliat  is  the  ceiling  on  such  spirits. 

Mr.  Wootton.  The  ceiling  on  the  spirits  is  $1.10  a proof  gallon  in 

the  O.  P.  A.  regulation. 

Senator  Murdock.  Is  what? 

Mr.  W'ootton.  $1.10  a proof  gallon. 

Senator  Ferguson.  So  jou  would  not  be  able  to  make  neutral 
spirits  out  of  $77  grapes? 

Mr.  W^oottOiN.  No.  wo 

Senator  ^'ergusqn.  Wliat  did  happen  with  such  a regulation? 

Mr.  Wootton.  I do  not  know.  ^ i j xu 

Senator  FERGUSOjN.  WTiat  did  they  do?  Just  close  down  the 

wineries? 

Mr.  Wootton.  No.  . , n 4. 

Senator  Ferguson.  Or  is  there  an  expectation  that  they  will  get 

more  later? 
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Mr.  WOOTTON.  The  1943  wine,  sir,  has  not.  started  to  move  into  the 
market  yet,  in  volume.  There  may  be  a small  percentage  in  the 
blend.  What  happens,  they  carry  along  on  their  older  wines  for  the 
time  being.  What  is  going  to  happen  when  we  run  into  the  1943 
crop,  we  do  not  know. 

Senator  Ferguson.  Has  this  been  a scheme  to  put  the  small 
winery  out  of  business,  where  the  large  winery  could  afford  to  do  this 
and  hold  the  wine,  whereas  the  small  one  cannot  possibly  make  the 
wine  if  he  has  to  sell  at  a price  that  he  loses  money  on  it? 

Mr.  W'OOTTON.  The  $30.30  price  is  the  result  of  the  Emergency  ^ 

Price  Control  Act,  as  amended.  That  is  the  average  price. 

Senator  Ferguson.  You  told  us  they  pay  as  much  as  $77  a ton. 

Mr.  W'ooTTON.  Yes. 

Senator  Ferguson.  How  could  a small  winery  pay  $77  a ton  and 
make  wine  that  he  had  to  sell  on  the  basis  of  paying  $30.30  a ton? 

Mr.  W^ooTTON.  Those  are  average  prices.  The  individual  prices 
vary.  Under  the  O.  P.  A.  price  ceilings,  the  prices  that  they  were 
selling  the  product  at  in  March  are  still  good,  you  see. 

Senator  Ferguson.  On  what  basis  is  that  price? 

Mr.  W'ooTTON.  Now,  if  you  had  a high-quality  wine  that  is  getting 
a good  price  in  March  you  would  get  a fairly  high  price  for  it  still,  and 
you  could  eventually  work  those  grades  into  that  brand  and  that  price. 

Senator  Ferguson.  Then  you  would  take  from  the  market  all  low- 
priced  wines? 

Mr.  WooTTON.  All  low-priced  brands. 

Senator  Ferguson.  That  is  what  the  O.  P.  A.  regulation  now 
amounts  to  by  not  placing  the  price  on  the  grapes,  is  to  take  the 
low-priced  wines  off  the  market,  is  that  not  true? 

Mr.  WooTTON.  Yes.  I think  the  prices  would  have  actually  risen 
to  some  e.xtent,  anyway,  because  the  prices  of  grapes  have  gone  up. 

1 mean,  thev  would  never  have  been  as  low  as  the  low-priced  wines  in 

1942.  ‘ . . . , 

Senator  Ferguson.  But  the  O.  P.  A.  by  its  l egulation  has  permitted 
a scheme  here  to  get  rid  of  the  low-priced  wines?  ^ \ 

Mr.  WooTTON.  I do  not  think  they  would  regard  it  that  way,  but 
that  is  what  actually  happened. 

Senator  Ferguson.  Well,  it  actually  happened? 

Mr.  WooTTON.  Yes. 

Senator  Murdock.  Are  you  through  now? 

Senator  Ferguson.  Yes. 

Senator  Murdock.  Mr.  Chairman,  may  I ask  a couple  of  questions? 

The  Chairman.  Yes. 

Senator  Murdock.  You  say  they  could  not  buy  the  high-priced 
grapes  for  the  purpose  of  making  fruit  spirits,  depending  on  the  ceiling 
price  of  $1.10? 

Mr.  Wootton.  Yes. 

Senator  Murdock.  But  if  the  fruit  spirits — which  is  the  same,  ac- 
cording to  your  testimony,  as  neutral  spirits — were  to  be  used  in  the 
blending  of  high-priced  whisky,  then  they  could  very  well  afford,  could 
they  not,  to  pay  the  high  price  for  the  grapes? 

Mr.  Wootton.  That  is  the  correct  situation;  yes,  sir. 

Senator  Murdock.  And  still  make  a profit  out  of  it? 

Mr.  Wootton.  That  could  be  done.  To  what  extent  it  happened, 

I do  not  know,  sir. 
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Senator  Murdock,  You  do  not  know  that  it  was  not  done,  do  you? 

Mr.  Wootton.  No. 

Senator  Murdock.  Now,  if  the  four  big  distilling  companies  were 
going  into  the  wine  business  in  California,  as  they  did,  and  also  being 
in  the  busine^  of  blending  whisky,  it  would  be  very  advantageous  to 
them,  would  it  not,  to  buy  the  grapes  out  there  at  a higher  price  than 
your  wineries  could  pay  for  them,  for  the  purpose  of  making  fruit  spirits 
as  a substitute  for  the  neutral  spirits  formerly  made  from  grape? 

Mr.  Wootton.  It  could  be  possible,  sir.  I do  not  think,  if  I may 
say  so,  I do  not  think  the  winery  firms,  these  wineries  you  are  talking 
about  that  have  been  acquired,  that  are  still  under  the  same  manage- 
ment as  formerly,  I do  not  think,  being  wine  men  that  they  did 
deliberately  go  out  on  a scheme  like  that.  ^Miat  actually  happened, 
I do  not  know. 

Senator  Murdock.  You  do  not  think  they  did? 

Mr.  Wootton.  No,  sir. 

Senator  Murdock.  You  are  just  talking  about  the  people  who  are 
in  the  wine  business.  You  are  just  guessing  at  that,  are  you  not? 

Mr.  Wootton.  Yes,  surely. 

Senator  Murdock.  You  do  not  know  anything  about  the  men  in 
the  distilling  business? 

Mr.  Wootton..  No,  sir;  I do  not. 

Senator  Murdock.  You  would  not  think  that  they  would  be  above 
that,  would  you? 

Mr.  Wootton.  I could  not  express  an  opinion  on  that,  sir. 

Senator  Murdock.  Well,  you  seemed  to  be  very  sure  about  the 
wine  people.  Now,  these  wine  people  that  were  taken  oyer  by  the 
distilling  companies,  they  are  no  longer  running  the  business,  they 
no  longer  have  control  of  it. 

Mr.  Wootton.  They  are  under  management  contracts. 

Senator  Murdock.  But  the  distilling  people  are  the  owners. 

Mr.  Wootton.  Are  the  owners. 

Senator  Murdock.  They  are  in  control,  are  they  not? 

Mr.  Wootton.  Yes. 

Senator  Murdock.  Now,  if  they  could  do  what  you  suggested,  buy 
the  grapes  at  the  price  of  $77  a ton  and  atUl  make  a profit  out  of  it  by 
using  the  fruit  spirits  produced  therefrom  for  the  blending  of  whisky, 
they  would  have  a tremendous  advantage,  would  they  not,  over  the 
winery  that  was  not  in  that  business? 

Mr.  Wootton.  If  they  did.  It  is  easy  enough  to  find  out  if  they 
did. 

Senator  Murdock.  Assuming  they  do  as  I suggested,  that  is,  use 
the  wine  spirits  for  the  purpose  of  blending  whisky,  they  would  have 
a tremendous  advantage  in  the  price  the}^  could  pay  for  grapes  over 
the  winery  that  produces  exclusively  nothing  but  wine,  is  that  not 
right? 

Mr.  Wootton.  Yes,  sir;  and  that  did  not  have  that  high-priced 
brand  that  we  are  talking  about. 

Senator  Murdock.  So  it  would  not  be  an  unreasonable  conclusion 
to  come  to,  would  it,  that  the  distilling  companies  might  have  had  that 
sort  of  thing  in  mind  when  they  moved  into  the  wine  business? 

Mr.  WooTTQN.  I would  not  know  what  the  facts  are. 

Senator  Murdock.  I say  that  would  not  be  unreasonable,  would  it, 
to  come  to  that  conclusion,  if  those  were  the  facts? 

Mr.  Wootton.  That  is  something  you  can  investigate. 
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Senator  Murdock.  I would  like  to  say  this:  If  the  witness  has  any 
facts  that  will  either  support  or  contradict  this  theoiy  that  I have  de- 
veloped, I would  like  to  have  him  submit  it. 

Mr.  WooTTON.  I have  no  facts  one  way  or  the  other.  That  is  an 
internal-management  problem  that  I would  not  know  about. 

The  Chairman.  You  represent  the  Wine  Institute? 

Mr.  WooTTON.  That  is  correct,  sir. 

The  Chairman.  Wliat  is  the  Wine  Institute?  Is  it  a corporation, 
a partnei-ship,  or  what  is  it? 

Mr.  WooTTON.  The  Wine  Institute  is  a nonprofit  service  corpora- 
tion  in  California  which  serves  as  a trade  association. 

The  Chairman.  Which  does  what? 

Mr.  WooTTON.  Serves  as  a trade  association  for  the  majority  of  the 
California  wineries. 

The  Chairman.  It  is  your  business  to  look  after  the  best  interests 
of  the  vintners  in  California? 

Mr.  WooTTON.  As  a group,  sir;  yes,  sir. 

The  Chairman.  How  long  have  you  been  doing  that? 

Mr.  WooTTON.  A little  over  2 years. 

Tlie  Chairman.  How  long  have  you  been  in  Washington? 

Mr.  WooTTON.  About  9 years,  sir. 

The  Chairman.  Your  functions  are  what  here  for  the  Wine  Insti- 
tute? 

Mr.  WooTTON.  Mostly  contacts  with  the  Government  depart- 
ments, sir. 

The  Chairman.  You  contact  the  departments? 

Mr.  WooTTON.  Government  departments  in  connection  with  the 
regulations,  fm’nishing  the  Government  information,  securing  it  from 
San  Francisco,  and  that  sort  of  thing. 

The  Chairman.  Have  you  got  a list  of  your  membership? 

Mr.  WooTTON.  I have  a list  as  of  October  1943,  in  the  office. 

The  Chairman.  Have  you  got  it  with  you? 

Mr.  WooTTON.  I haven’t  got  it  with  me. 

The  Chairman.  Will  you  produce  that  for  the  reporter?  / 

Mr.  WooTTON.  Yes;  I will  furnish  that  to  him  when  I get  it. 

The  Chairman.  Do  you  have  a board  of  directors? 

Mr.  WooTTON.  Yes,  sir. 

The  Chairman.  How  many?  * 

Mr.  WooTTON.  Six. 

The  Chairman.  May  I see  that  list  you  have  there? 

Mr.  WooTTON.  Yes,  sir.  These  are  the  elections  as  reported  at  the 
annual  meeting  in  March  1943.  That  is  our  fiscal  year,  from  March 
to  March. 

The  Chairman.  They  are  the  directors  today? 

Mr.  WooTTON.  I believe  that  they  are. 

The  Chairman.  Who  is  Herman  L.  Wente,  Livermore,  president? 

Mr.  WooTTON.  Mr.  Wente  and  his  brother  run  the  Wente  Winery 
in  Livermore  Valley.  I do  not  know  what  their  storage  capacity  is. 

It  is  probably  somewhat  less  than  a million  gallons.  They  produce  a 
fancy  white  table  wine. 

The  Chairman.  Who  is  J.  B.  Celia,  Fresno,  first  vice-president? 

Mr.  WooTTON.  J.  B.  Celia  is  the  former  president  of  the  Roma 
Wine  Co.,  and  is  now  its  operating  head.  I presume  he  is  still  presi- 
dent, although  I do  not  know  what  his  exact  office  is. 

The  Chairman.  He  represents  Schenley,  doesn’t  he? 
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Mr.  WooTTON.  He  represents  Schenley;  yes,  sir. 

The  Chairman.  He  owned  this  thing  and  Schenley  kept  him  on  as  a 
window  dresser  representing  Schenley,  isn’t  that  true? 

Mr.  WooTTON.  I do  not  know  what  the  terms  of  the  contract  of 
sale  were. 

The  Chairman.  I don’t  care  anything  about  the  terms  of  the  con- 
tract. 

Mr.  WooTTON.  I could  not  say  anything  about  that,  sir. 

The  Chairman.  He  was  an  officer  or  part  owner  of  the  Roma  Wine 
Co.,  which  is  one  of  the  biggest  wine  companies  in  the  United  States? 

I Mr.  WooTTON.  That  is  right,  sir. 

i The  Chairman.  And  Schenley  kept  him  on  in  that  capacity  and  he 

is  now  vice  president? 

Mr.  WooTTON.  I do  not  know  what  is  his  exact  office. 

The  Chairman.  He  is  the  vice  president  of  your  board  here. 

Mr.  Wootton.  Of  our  board,  yes;  I am  sorry. 

Mr.  Mattice.  He  is  also  a director  and  an  officer  in  Schenley. 

The  Chairman.  He  is  also  a director  in  Schenley? 

Mr.  Wootton.  I do  not  know  what  his  relations  with  the  Schenley 
corporation  are. 

The  Chairman.  Is  it  not  your  business,  representing  these  fine  old 
family  owned  individual  wineries  in  California,  to  look  after  their  in- 
terests as  well  as  Schenley’s  interest  and  some  of  the  big  fellows? 

Mr.  Wootton.  Yes,  sir. 

The  Chairman.  What  examination  have  you  made  along  that  line? 
Mr.  Wootton.  In  what  respect? 

The  Chairman.  As  to  whom  Celia  represents. 

I Mr.  Wootton.  I know  he  is  in  Roma,  sir,  and  first  vice  president 

' of  the  board  of  the  Wine  Institute. 

The  Chairman.  How  long  has  he  been  vice  president? 

Mr.  Wootton.  For  years. 

The  Chairman.  Was  he  vice  president  before  he  sold  out  to 
Schenley? 

Mr.  Wootton.  Yes,  sir.  He  has  always  been  on  the  board  of 
' directors. 

i[  The  Chairman.  I^Tio  is  John  B.  Ellena,  second  vice  president? 

! Mr.  Wootton.  Jolm  B.  Ellena  and  his  brother  run  the  Ellena 

• Winery. 

The  Chairman.  Has  that  been  taken  over  by  any  of  the  four 
distilleries  mentioned  here? 

Mr.  Wootton.  No,  sir. 

The  Chairman.  Who  is  Edmund  A.  Rossi,  third  vice  president? 
j Mr.  Wootton.  Mr.  . Rossi  and  his  brother  manage  the  Italian 

: Swiss  Colony,  and  that  is  owned  by  the  National  now. 

The  Chairman.  So  National  has  a representative  on  the  board  in 
the  form  of  Mr.  Rossi,  is  that  right? 

Mr.  Wootton.  Either  one  of  the  Rossis  has  always  been  on  the 
board  of  directors  for  some  years.  Mr.  Rossi  has  been  on  the  board 
of  director  for  quite  a number  of  years,  sir,  either  a director  on  the 
board  of  the  winery  or  on  the  board  of  the  institute. 

The  Chairman.  And  the  winery  is  now  owned  by  what  big  dis- 
tillery? 

Mr.  Wootton.  The  National  Distilleries. 

The  Chairman.  So  National  has  a representative  on  your  board? 
Mr.  Wootton.  That  is  correct,  sir. 
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The  Chairman.  Who  is  Louis  Petri,  treasurer? 

Mr.  WooTTON.  He  is  vice  president  of  the  Petri  Wine  Co.,  sir. 
The  Chairman.  ^Vhat  is  the  Petri  Wine  Co.? 

Mr.  WooTTON.  The  Petri  Wine  Co.  is  a fairly  large  winery.'  It  has 
been  in  the  Petri  family  for  quite  a number  of  years. 

The  Chairman.  Has  that  been  gobbled  up  by  any  of  the  big  four? 
Mr.  WooTTON.  No,  sir;  it  has  not. 

The  Chairman.  Who  is  H.  A.  Caddow,  secretary-manager? 

Mr.  WooTTON.  He  is  the  head  of  the  management  of  the  Wine 
Institute. 

The  Chairman.  Head  of  the  what? 

Mr.  WooTTON.  Head  of  the  management  of  the  Wine  Institute. 
He  is  not  the  head  of  the  Wine  Institute,  he  is  the  secretary-manager. 
The  Chairman.  Of  the  Wine  Institute? 

Mr.  WooTTON.  That  is  right.  You  might  call  him  an  executive 


secretary. 

The  Chairman.  He  does  not  own  any  vineyards? 

Mr.  WooTTON.  No,  sir. 

The  Chairman.  Who  is  A.  R.  Morrow,  San  Francisco,  chairman  of 
board  of  directors? 

Mr.  WooTTON.  Mr.  Morrow  is  from  Fruit  Industries,  Ltd.,  which 
is  a farm  cooperative  arrangement,  one  of  the  largest  ones. 

The  Chairman.  Then  you  have  a bunch  of  directors,  at  large,  is 
that  right? 

Mr.  WooTTON.  YeSj  sir. 

The  Chairman.  How  many  of  the  big  four  distilleries  are  repre- 
sented on  this  board  of  directors  at  large? 

Mr.  WooTTON.  If  you  can  pass  the  list  back  to  me  I will  try  to  mark 
their  connections.  There  are  three,  Mr.  Chairman,  there  are  three 
members  of  the  board  of  directors  from  companies  that  have  been 


acquired  by  the  distilleries:  J.  B.  Celia  of  the  Roma  Wine  Co.,  Lee 
Jones  of  Siiowan-Jones,  Inc.,  which  is  a small  winery  that  National 
acquired,  and  Edmund  A.  Rossi  of  the  Italian  Swiss  Colony. 

The  Chairman.  Three  out  of  six? 

Mr.  WooTTON.  This  is  on  the  entire  board  of  directors,  sir. 

The  Chairman.  Go  ahead. 

Mr.  WooTTON.  There  are  2 out  of  6 on  the  board  and  3 out  of,  it 
seems  to  me,' 20  or  more  of  the  directors  at  large.  ..■..y  ,,, 

The  Chairman.  Do  you  meet  with  the  Liquor  Institute’ here  in 
Washington? 

Mr.  WooTTON.  No,  sir. 

The  Chairman.  Do  you  have  any  connections,  directly  or  indi- 
rectly, with  them? 

Mr.  WooTTON.  No,  sir. 

The  Chairman.  About  prices,  or  anything? 

Mr.  WooTTON.  No,  sir. 

The  Chairman.  You  know  about  the  tie-in  sales  that  have  become 
popular  in  the  country,  the  tie-in  sales  of  wine  and  whisky? 

Mr.  WooTTON.  I have  heard  it  said.  ^ 

The  Chairman.  You  have  heard  it  said.  The  papers  have  run 
great  columns  on  it — and  you  know  it  is  true,  don’t  you? 

Mr.  WooTTON.  I do  not  know  it  is  true. 

The  Chairman.  What  investigation  have  you  made  to  find  out 
whether  it  is  true  or  not? 
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Mr.  WooTTON.  I have  made  no  investigation  to  find  out  whether 
it  is  true  or  not. 

The  Chairman.  You  represent  all  the  wineries  in  California  that 
are  members  of  your  institute? 

Mr.  WooTTON.  Those  are  merchandising  sales,  sir,  they  are  on  the 
retail  level. 

The  Chairman.  In  the  committee  files  we  have  letters  from  little 
independent  growers  of  grapes  and  vintners  out  there  objecting  to  this 
commercializing  of  the  four  big  distilleries  in  the  wine  industry. 

Mr.  WooTTON.  Yes. 

The  Chairman.  You  have  heard  about  that? 

Mr.  WooTTON.  Yes. 

The  Chairman.  If  you  haven’t,  take  a day  off  and  read  our  files 
and  you  will  get  plenty  of  information.  What  have  you  done  about 

that?  1 • • 1 

Mr.  WooTTON.  About  what  the  distilleries  have  been  doing  in  the 

industry? 

The  Chairman.  Yes. 

Mr.  WoOTTON.  As  far  as  I know,  as  far  as  I have  been  told,  there 
has  not  been  any  noticeable  effect  this  last  calendar  year  from  their 
entry  into  the  wine  industry,  as  far  as  production  and  sales  are  con- 
cerned. 

The  Chairman.  If  you  don’t  know  it,  let  me  tell  you  some  of  the 
things — and  I don’t  know  anything  about  California  wine— that  you 
will  find  in  our  files.  You  will  find  150  letters  in  our  files  from  work- 
ingmen, from  residents  of  California,  who  have  used  table  wine  like 
the  French  do,  with  their  meals,  and  the  prices  have  more  than  doubled 
since  these  four  distilleries  have  gotten  into  the  field  out  there.  Do 
you  know  anything  about  that? 

Mr.  WooTTON.  The  grape  prices  have  been  going  up  and  the  wine 
prices  have  been  going  up  with  them. 

The  Chairman.  Do  you  know  anything  about  the  complaint  of  the 
people  you  are  supposed  to  represent,  about  the  fact  of  commercializ- 
ing the  wine  business  like  the  liquor  is  being  commercialized? 

Mr.  WooTTON.  I have  heard  of  complaints;  yes. 

The  Chairman.  Did  not  you  get  complaints  from  your  own  mem- 
bers along  that  line? 

Mr.  WooTTON.  My  members  are  out  in  California,  sir;  and  I do 
not  get  to  hear  from  them. 

The  Chairman.  What  percent  of  your  time  do  you  give  to  the 
interests  of  your  membership?  Are  you  a 365-day  all-around-the- 
clock  man  for  them,  or  do  you  just  give  part  of  your  time? 

Mr.  WooTTON.  Yes,  sir. 

The  Chairman.  All  the  time? 

Mr.  WooTTON.  That  is  right. 

The  Chairman.  And  you  have  not  investigated  the  tie-in  sales  of 
whisky  and  wine? 

Mr.  WooTTON.  No,  sir. 

The  Chairman.  You  could  not  very  well  with  the  membership  of 
your  board,  could  you? 

Mr.  WooTTON.  That  has  nothing  to  do  with  it,  sir. 

The  Chairman.  Well,  I think  it  does.  It  is  a matter  of  opinion. 

Am  I wrong  about  it,  that  there  are  two  and  three  generations  of 
families  out  there  that  had  made  wme,  that  were  very  happy  in  their 
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business,  that  kept  their  prices  low,  with  a fine  quality  of  wine,  and  it  | 

is  a traditional  pride  with  them  in  making  their  product  out  there.  | 

Mr.  WooTTON.  Yes;  that  is  quite  true.  . r u- 

The  Chairman.  What  is  the  effect  of  the  entrance  of  the  four  big 

distilleries  into  the  wine  business  in  California  on  that  phase  of  the 

busmess^^ooTTON.  So  far  as  I know,  the  wineries  you  are  taking  about 
have  not  been  affected  because  theh  products  move  in  different  pi  ice  , 

fields  and  different  grades. 

The  Chairman.  You  came  to  my  office  with  three  or  four  associ- 
ates not  long  ago  to  talk  over  this  business,  did  you  not? 

Mr.  WooTTON.  Yes.  ^ .9 

The  Chairman.  They  were  all  from  California,  were  they  not.'' 

Mr  WooTTON.  Yes;  that  is  correct.  . . 

The  Chairman.  Did  not  they  tell  you  about  what  is  going  on  out 

there? 

Mr.  WooTTON.  Yes,  sure ; they  tell  me  some  things  and  other  people 

tell  me  other  things.  . . , , , r c 

The  Chairm-vn.  And  you  do  not  think  the  entrance  of  oeagiam. 

National,  Hiram  Walker,  and  Schenley  into  the  wine  business  in 

California  has  changed  conditions  at  all?  Is  that  your  position. 

Mr.  WooTTON.  I said  on  production  and  sales,  sir. 

The  Chairman.  On  what?  , . , , r.  1 +i 

Mr.  WooTTON.  On  relative  production  between  firms,  and  that  sort 

of  thin"  and  on  sales,  movement  of  wine  out  of  the  State.  So  far  as 
I know”  there  has  been  no  change  this  year.  There  may  be  later. 

The  Chairman.  Have  you  got  that  long,  informative  letter  from 

some  organization  in  California? 

Mr.  Mattice.  Yes,  sir.  . , , 1 1 j 

The  Chairman.  At  this  point  I want  it  mserted  and  reproduced 

in  the  record,  and  I would  advise  you  to  reatl  it,  Mr.  V\ootton.  Can 

■you  tell  what  it  is,  briefly?  , ^ > 

Mr  Mattice.  This  is  a letter  from  the  Muscat  Grape  Growers 

Committee,  Fresno,  Calif.,  dated  November  19,  1943,  addreped  to 
Senator  Van  Nuys  and  signed  by  the  Muscat  Grape  Gro\vem  c om-  ^ 

mittee,  H.  A.  Savage,  secretary.  It  is  a very  interestmg  letter. 

The  Chairman.  Read  the  letter  right  into  the  record.  Give  the 

witness  a chance  to  deny  it,  if  he  can.  I 

Air.  Mattice  (reading): 

Muscat  Grape  Growers^  Committee, 

FresnOf  Calif.^  November  19,  1943. 

Hon.  Frederick  Van  Nuys, 

Lnited  States  Senator, 

Washington,  D.  C.  » 

Dear  Senator;  I am  writing  you  as  secretary  of  the  Muscat 
rommittee  of  California  regarding  your  investigation  of  the  distillery  interests 
anTtheir  activities  in  connection  with  the  California  wineries  and  their  attitude 
toward  some  15,000  California  grape  growers.  \\  ith 

tion  of  grape  growers,  including  three  years  as  chairinan  of  the  ®tate-wide  Com 
mittee  of  Grape  Growers  of  California,  I am  taking  the  liberty  of  writing  V ou  t 
impress  upon  vou  the  absolute  necessity  of  stopping  the  w'hisky  octopus  before 
{“  tentacles  control  and  strangle  the  grape  growers  of  California 

We  growers  have  believed  for  a long  time  that  these  '^'hi.sky  interests,  led  by 
Scl^enll  Distilleries,  Inc.,  and  National  Distillers,  have  had  an  uncannv  and 
unbelievable  as  weli  as  unseen,  power  over  War  Food  Administration  and  Office  of 
Price  Administration,  and  their  hand  is  shown  throughout  the  entire  S^ape 
orTeram  all  ^ of  which,  from  its  beginning,  I have  been  familiar  with  and 
have  had  considerable  part  in  trying  to  get  a program  that  was  fair  and  equitable. 
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I know  others  have  given  you  his  story  more  completely  than  I will  now,  except 
to  tell  you  that  when  these  distillery  interests  got  through  with  the  job,  they  had 
the  ceiling  placed  on  juice  grapes  at  $0.30  per  ton  in  California  and  a ceiling  placed 
* on  raisin  grapes  at  approximately  $37.50  per  ton.  The  price  of  their  wines  and 
brandy  justified  a price  to  the  growers  of  over  $100  a ton. 

In  addition  to  this,  we  growers  believe  they  had  some  real  hand  in  seeing  that 
the  crop  insurance  promised  the  raisin  growers  was  never  forthcoming  during  the 
raisin  harvest  period,  and  then  only  indefinitely.  It  is  my  firm  belief,  and  I would 
be  pleased  to  furnish  interesting  additional  data  should  you  request  it,  that  the 
reason  why  we  had  no  raisin  insurance  for  grapes  on  the  trays  is  that  certain  large 
distillery  interests  insisted  they  be  given  a monopoly  on  damaged  raisins,  and  that 
such  damaged  raisins  be  not  distributed  on  a basis  of  past  performance  among  the 
California  wineries. 

We  are  all  firmly  convinced  that  the  distillery  interests  thought  they  had  the 
1943  juice  grape  deal  sewed  up  in  a bag  at  $30.30  per  ton,  using  the  Government 
agencies  to  carry  out  their  wish,  but  various  interests  in  the  east,  who  could  not 
procure  any  liquors  from  the  big  distilleries  and  realized  their  wine  business  would 
be  ruined,  gave  money  to  the  smaller  California  wineries  to  buy  grapes  and  manu- 
facture them  into  wine  and  brandy  for  a percentage  of  the  wine  and  brandy. 
The  result  has  been  that  juice  grapes  have  ranged  from  $75  to  $105  per  ton,  the 
average  being  approximately  $90  per  ton. 

Schenley  Distilleries,  Inc.,  were  so  powerful  in  Washington  that,  despite  the 
order  of  War  Food  Administration  tliat  all  raisin  varieties  be  dried,  they  procured 
a release  of  certain  muscat  grapes  so  that  they  could  make  wine  out  of  them. 
This  could  not  have  been  done  locally,  because  there  is  too  strong  a feeling; 
anxi  when  it  was  discovered  that  they  had  done  this  through  Washington,  such 
a howl  of  protest  arose,  not  only  from  the  growers,  but  from  Malcolm  Watson, 
Watson,  the  War  Food  Administration  Administrator  of  the  1943  raisin  program 
at  Fresno,  that  he  went  to  San  Francisco  and  finally  succeeded  in  having  the 
Washington  release  canceled.  There  can  be  no  other  possible  explanation  of 
the  manipulations  and  methods  in  the  grape  industry,  except  that  the  distillers 
and  the  big  packers  have  an  undue  and  unseen  influence  with  OflQce  of  Price 
Administration  and  War  Food  Administration. 

I am  enclosing  herewith  a brief,  which  I,  as  attorney  and  executive  secretary  of 
Muscat  Grape  Growers’  Committee,  wrote,  which  shows  you  what  a Washington 
outfit  will  do  to  grape  growers,  regardless  of  justice  and  regardless  of  their  own 
fault.  I am  not  interested  in  causing  trouble  or  of  accusing  people  of  undue  influ- 
ence with  Government  officials  for  an  idle  purjxise,  but  I want  to  assure  you  that 
there  are  some  15,000  grape  growers  in  California  who  are  so  bitter  and  critical 
of  the  New  Deal  injustices  arising  out  of  the  influence  of  the  distillery  interests 
and  the  packers’  interest,  that  you  will  find  a most  fertile  field  if  you  desire  to 
secure  additional  information. 

It  is  going  to  be  most  difficult  to  get  the  cooperation  of  these  growers,  whose 
confidence  has  been  abused  as  shown  by  the  enclosed  brief,  in  a food  program  for 
next  year.  My  main  object  in  sending  this  letter  to  you  and  this  information  is 
that  it  may  help,  by  way  of  stimulation  of  your  interest,  in  exposing  and  breaking 
up  the  distillers’  control  of  the  California  grape  and  wine  industry.  It  is  generally 
believed  around  here  that  these  distillers  tried  to  use  governmental  agencies  to 
get  control  of  the  juice  grapes  for  less  than  one-third  of  their  value  by  reasons  of 
a Government  control  and  ceiling,  and  also  to  interfere  with  the  drying  of  raisin 
varieties  so  that  they  would  get  them  released  so  they  could  make  them  into  wine 
and  distilled  spirits,  and  mix  these  spirits  in  the  form  of  grape  brandy  with  their 
wffiiskys  and  other  distilled  liquors. 

All  power  to  you  and  the  other  men  of  the  United  States  Senate  and  Congress 
who  are  willing,  regardless  of  the  political  results,  to  expose  the  under-cover 
operations  of  the  distilleries,  and  especially  their  influence  on  governmental 
agencies  in  time  of  w^ar.  Senator  Downey  is  very  familiar  with  the  situation  in 
Cl  lifornia  and  can  give  you  additional  information. 

Because  I speak  so  firmly  and  boldly,  I do  not  w^ant  you  to  consider  me  as  a 
radical,  because  I am  not.  It  has  been  my  pleasure  to  be  a classmate  of  Senator 
Robert  Taft  and  Joseph  Henderson,  president  of  the  AmcA'ican  Bar  Association; 
but  I do  love  this  country.  I have  three  sons  in  actual  combat  in  the  Navy  and 
Army,  and  I w'ant  to  wun  the  war  more  than  anything  else  in  the  world.  I w'ant 
to  preserve  freedom  of  individual  opportunity  in  this  country  and  our  constitu- 
tional way  of  doing  things,  and  in  your  attack  on  the  Distillery  Trust  you  have 
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our  heartiest  congratulations  and  appreciation  in  your  effort  to  preserve  indi- 
vidual  rights  and  American  institutions. 

Sincerely  yours, 

Muscat  Ghapb  Growers'  Committee, 
By  H.  A.  Savage,  Secretary. 

The  Chairman.  With  the  consent  of  the  committee,  we  will  have 
his  brief  also  printed  at  this  point. 

(The  brief  referred  to  is  as  follows:) 

Brief  Sustaining  Contention  of  Muscat  Growers  for  Partial  Compensa- 
tion FOR  Their  Losses  Out  of  War  Food  Administr-vtion  Profits  From 
Sales  to  Wineries 

Fresno,  Calif.,  Ocloher  22^  19/fS. 

Commodity  Credit  Corporation, 

Washingtony  D.  C. 


(Attention  Mr.  J.  B.  Hutson,  President.) 

Gentlemen:  There  will  soon  be  coming  up  for  your  decision  the  question  of  the 
disposition  of  the  profit  made  by  Raisin  Producers'  Association,  a subsidiary  of 
Commodity  Credit  Corporation,  from  the  sale  of  muscat  grapes  to  the  wineries 
at  a price  of  $3.25  per  sugar  point,  or  from  $75  to  $90  per  ton,  for  which  grapes 
vou  are  paying  the  farmer  $35.50  roadside.  ^ 

‘ As  secretary  and  attorney  of  the  Muscat  Grape  Growers  Committee,  being 
comprised  of  muscat  grape  growers  who  were  unable  to  harvest  seasonably  their 
muscat  grapes,  due  to  their  inability  to  secure  the  necessary  wooden  trays,  as 
promised  by  War  Food  Administration,  and  the  necessary  dehydrating  facilities 
and  boxes,  the  muscat  grape  growers  contend  that  they  are  entitled  to  have  such 
portion  of  this  profit  from  sale  of  muscat  grapes  to  the  wineries  paid  to  them  as 
will  equalize  their  loss,  due  solely  to  failure  of  the  Government  to  furnish  the 
admittedly  necessary  wooden  trays,  dehydrating  facilities,  and  boxes  seasonably; 
and  in  support  of  this  position  we  submit  the  following  facts:  t. 

At  the  request  of  the  United  States  Department  of  Agriculture  War  Board,  at 
the  head  of  which  is  David  Davidson,  the  University  of  California  College  of 
Agriculture,  agricultural  experiment  station,  under  date  of  December  24,  1942, 
issued  the  most  recent  informative  complete  and  ndiable  report  with  reference 
to  what  was  necessary  to  produce  the  maximum  amount  of  raisins  from  raisin 
grapes  in  California  for  the  year  1943.  This  report,  it  is  believed,  was  the  basis 
of  the  California  United  States  Department  of  Agriculture  ar  Board's  recom- 
mendation regarding  a raisin  conservation  program  for  1943  under  date  of  Deceun- 
ber  16.  1942,  which  recommendation  is  in  your  files  or  available  to  you.  \\e 
quote  from  this  report,  page  3,  paragraph  3: . ..  . 

“Of  the  State  total  of  raisin  grapes  not  dried  in  1942,  the  large  majority  of 
about  246,000  tons  originated  in  the  San  Joaquin  Valley.  It  is  estimated  that 
about  196,000  tons  of  the  raisin  grapes  not  dried  in  that  valley  in  1942  were  dry- 
able  and  onlv  about  50,000  were  not  dryable.  Almost  all  of  the  85,000  tons  ot 
drvable  muscats  not  dried  in  1942  were  exempted  hy  the  county  United  States 
Department  of  Agriculture  war  hoards  on  the  grounds  that  wooden  trays  were 
not  available  and  it  was  impossible  or  not  feasible  to  dry  on  paper  trays. 


Quoting  from  page  4,  paragraph  1:  . t n,  x • xr  n 

“Of  the  not  dryable  50,000  tons  of  raisin  grapes  m the  San  Joaquin  valley 
about  half  were  muscats  and  the  other  half  seedless.  They  were  exempted 
chieflv  because  they  did  not  mature  soon  enough  to  make  a satisfactory  quality 
of  raisin  or  because*^  conditions  would  not  permit  of  satisfactory  drying  even  with 
proper  drying  facilities.  Even  with  adequate  drying  facilities  approximately  the 
same  tonnage  of  raisin  grajics  would  probably  have  had  to  be  exempted  as  not 
drvable  in  1942  and  would  also  have  to  be  exempted  in  1943  for  the  basic  reasons 
of  unfitness  for  making  raisins  because  of  growing  conditions  largely  beyond  the 
control  of  the  grower  or  because  it  would  be  impossible  or  economically  imprac- 
ticable and  inexpedient  to  drv  some  grapes  even  though  drying  facilities  were 
available.  In  sections  2 and  3 of  table  A it  has  been  asssumed  as  probable  that^ 
about  the  same  tonnage  would  not  be  dryable  from  an  average  crop  in  the  future. 

Quoting  from  page  4,  paragraphs  3 and  4:  ^ 

“From  the  experience  of  1942,  previously  discussed,  it  appears  that,  as  shown 
in  section  2,  from  an  average  State  crop  of  raisin  grapes,  the  quantity  not  dryable 
would  consist  of  about  40,000  tons  produced  in  counties  outside  of  the  San  Joaquin 
Valiev  (column  8)  and,  within  the  vallev  itself,  an  additional  tonnage,  not  adapted 
to  drving  of  perhaps  50,000  tons  (column  7),  even  with  optimum  physical  and 
economic  conditions  favoring  maximum  drying,  including  prompt  action  by  the 
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Federal  Goveniment  to  assure  prices  quite  favorable  to  raisin  making,  insurance 
against  weather  damage  in  drying,  and  provision  of  adequate  labor  and  equip- 
ment for  sun  drying  and  for  artificial  dehydration.  It  seems  safe  to  say  that  under 
such  conditions  most  favorable  to  drying,  as  assumed  in  section  2 of  table  A 
about  90,000  tons  of  raisin  grapes  would  not  be  dried  in  the  State,  and,  of  a crop 
of  1,420,000  tons  of  raisin  grapes,  about  1,330,000  tons  would  be  dried,  or  not  less 
than  330,000  tons  of  raisins  (at  a 4 to  1 drying  ratio). 

“How'ever,  one  of  the  assumed  conditions  favorable  to  maximum  output  of 
dried  raisins  is  an  adequate  supply  of  new'  wooden  trays  in  muscat  drying  areas 
and  of  dehydration  facilities  in  the  northern  part  of  the  San  Joaquin  Valley. 
If  new  w'ooden  trays  were  not  made  available  on  the  basis  of  a reasonable  rental, 
it  is  likely,  as  shown  in  section  3 of  table  A that  at  least  60,000  tons  of  dryable 
muscat  grapes  would  not  be  dried  (column  6).  W ithout  additional  dehydration 
facilities  it  is  likely  that  at  least  20,000  fresh  tons  of  dryable  Thompson  seedless 
grapes  could  not  be  made  into  golden  bleached  raisins  in  the  northern  part  of  the 
San  Joaquin  Valiev.  Lack  of  necessary  additional  drying  facilities  would,  there- 
fore, probably  result  in  a total  tonnage  of  all  raisin  varieties  not  dried  of  approxi- 
mately 170,000  tons  (column  3)  of  which  about  80,000  fresh  tons  might  otherwise 
have  been  dried  (column  6).” 

Quoting  from  page  12,  paragraph  4: 

“optimum  use  of  dehydrators 

“To  dry  the  maximum  tonnage  of  raisins  in  1943  the  optimum  use  of  dehydrator 
facilities  should  be  arranged  for  and  the  construction  of  any  needed  additional 
artificial  dehydration  facilities  should  be  authorized  at  an  early  date  and  the 
necessary  materials  allocated  for  this  purpose.  The  question  of  how  much 
dehydrator  capacity  is  needed  in  1943  depends  not  only  on  w'hat  tonnage  of 
raisins  the  Government  w'ants  that  cannot  be  sun-dried,  but  also  on  the  extent 
to  w'hich  dehydrators  in  the  raisin-producing  areas  may  be  assigned  priority  for 
drying  other  products,  such  as  vegetables,  during  the  raisin-drying  season.  A 
few  dehydrators  formerly  used  for  making  raisins  are  reported  to  have  been  used 
for  drying  vegetables  in  1942.” 

Quoting  from  page  14,  paragraph  4: 

“A/ore  trays  and  favorable  price  differential  needed. — If  the  Government  wants  to 
increase  the  muscat  raisin  output  in  1943  over  1942  it  will  be  faced  with  the 
probability  of  higher  costs  of  production  on  the  part  of  growers  and  higher  prices 
for  two  reasons.  The  price  of  muscat  raisins  should  be  set  above  the  equivalent 
returns  to  growlers  for  fresh  muscat  sales  for  shipping  and  winery  use.  Fresh 
outlets  returned  growlers  several  dollars  more  per  fresh  ton  for  muscat  grapes 
then  the  muscat  raisins  in  1942.  If  prices  for  dried  muscats  are  to  be  more 
attractive  than  for  fresh  outlets  in  1943  raisin  prices  w ill  have  to  be  considerably 
higher,  and/or  prices  for  fresh  shipment  and  winery  considerably  low'er,  than  they 
were  in  1942.” 

Quoting  from  page  14,  paragraph  5; 

“With  a normal  muscat  crop  in  the  San  Joaquin  Valley,  about  as  large  as  the 

1942  crop,  probably  50,000  to  55,000  tons  of  dried  muscats  could  be  produced  in 

1943  if  a sufficient  price  stimulus  and  adequate  drying  facilities  were  provided  and 
weather  conditions  proved  favorable  to  sun-drying.  This  would  be  an  increase 
of  about  20,000  tons  of  muscat  raisins  over  the  1942  output  and  new  trays  and 
sw'eat  boxes  w'ould  have  to  be  provided  for  most,  if  not  all,  of  this  increase.  If 
muscat-raisin  prices  are  fixed  enough  higher  than  for  fresh  shipping  and  winery 
outlets  in  1943  and  announcement  of  these  price  differentials  favorable  to  drying 
are  made  in  December  1942,  growers  would  probably  be  encouraged  to  hold  and 
repair  the  old  wooden  trays  they  used  in  1942.  They  might  even  renovate  some 
trays  that  were  not  used  in  1942  and  try  drying  some  muscats  on  paper  trays, 
particularly  if  adequate  insurance  against  rain  damage  w'ere  also  provided.  How'- 
ever,  if  muscat  growers  anticipate  that  lack  of  wooden  trays  will  continue  to  exempt 
them  from  drying  muscats  in  1943  and  they  have  no  assurance  that  raisin  prices 
will  be  as  satisfactory  as  for  fresh  shipping  and  winery  muscats,  they  may  dispose 
of  many  of  their  w'ooden  trays  in  one  w'ay  or  another  this  winter,  thereby  reducing 
the  capacit}'  to  dry  muscat  raisins  in  1943.” 

Quoting  from  page  15,  paragraph  2: 

“Cosf  of  new  wooden  trays. — If  the  Government  wishes  to  have  practically  all 
of  the  dryable  muscat  grapes  in  the  San  Joaquin  Valley  dried,  a large  number  of 
new  wooden  trays  and  sweat  boxes  will  be  necessary  since  paper  trays  are  not 
practicable  for  drying  most  muscats.  The  cost  of  this  new'  equipment  would  be 
so  great  that  growers  cannot  be  expected  to  acquire  it  unless  compensated  therefor. 
Moreover  they  would  have  to  be  allowed  critical  war  materials  with  which  to 
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build  new  trays  and  boxes.  Probably  the  best  method  of  making  such  new  equip- 
ment available  to  growers  would  be  for  the  Government  to  arrange  to  have  it 
built  and  to  provide  it  on  a reasonable  rental  basis.  Compensation  through  a 
price  increase  for  muscat  raisins  would  be  more  costly  than  this  method  unless, 
perhaps,  such  a price  increase  were  given  only  to  the  tonnage  for  which  new  trays 
had  to  be  provided  by  growers. 

Quoting  page  16,  paragraph  5: 


“insurance  against  rain  damage 


“Recommendations  have  been  made  by  nearly  every  county  Lnited  States  De- 
partment of  Agriculture  war  board  that  provision  be  made  for  adequate  insurance 
against  the  hazards  of  weather  damage  involved  in  drying  raisins.  In  all  areas  of 
the  San  Joaquin  Valley  there  are  late-maturing  lots  of  raisin  grapes  in  excess  of  the 
capacity  of  dehydrators  to  handle.  Because  of  the  hazards  of  late  drying  these 
lots  cannot  fairly  be  required  to  be  sun-dried  unless  some  insurance  against  weather 
damage  or  loss  is  made  available.  Allocation  by  county  war  boaitls  of  certain 
crops  to  dehydrators  can  be  undertaken  with  more  assurance  if  such  insurance  is 

available  to  those  crops  which  are  displaced  from  dehydration  ” . , , 

The  Fresno  United  States  Department  of  Agriculture  War  Board,  under  date  of 

September  16,  1942,  issued  the  following  statement: 

**Certain  varieties  of  grapes,  namely  muscat  of  Alexandria  and  sultana,  because 
of  late  maturity  and  other  factors,  must  be  dried  on  wooden  trays;  and  muscat 
grapes  should  have  available  emergency  driers  and  other  equipment  to  salvage 
the  crop  in  case  of  unfavorable  weather.  Owing  to  the  constant  possibility  of 
early  rains,  all  varieties  face  additional  crop  risk  when  dried,  particularly  when 
labor  is  not  plentiful  to  quickly  harvest  and  quickly  handle  the  crop  in  an  emer- 
gency Those  who  by  chance  or  foresight  have  remaining  equipment,  and, 
because  of  this  circumstance,  are  required  to  dry,  are  thus  subject  to  this  added 

croD  hfl/ZRrd 

All  the  above  findings  are  from  disinterested,  thoroughly  competent  sources, 
and  these  findings  are  in  accordance  with  the  facts.  It  is  only  fair  to  assume  that 
the  War  Food  Administration  recognized  these  facts  and  recognized  that  many 
muscat  grapes  would  have  to  be  dried  on  wooden  trays,  w'hich  would  have  to  be 
furnished  by  the  Government  if  the  Government  required  raisins  be  made  of 

all  these  muscats  in  the  muscat-raisin  belt.  . w,  • i.*  ^ ^ ^ 

The  War  Food  Administration  officially  recognized  this  situation,  and  under  date 
of  April  6,  1943,  released,  through  Merritt  A.  Clevenger,  Pacific  slope  regional 
chief  of  Farm  Products,  Department  of  Agriculture,  the  order  of  the  \Var  hood 
Administration  requesting  all  raisin-variety  grapes  to  be  dried  m the  eight  coun- 
ties comprising  the  raisin  belt  in  California.  As  a part  of  the  written  annoimce- 
ment  wffiich  had  personally  been  approved  by  Chester  Davis,  then  War  food 

Administration  Administrator,  the  following  w'as  released:  . 

“In  aiding  growlers  to  increase  raisin  production,  the  Administration  has  an- 
nounced it  will  develop  an  assistance  program  in  consultation  with  the  industry. 

“This  program  will  include  provision  for  the  necessary  picking  boxes,  drying 
trays,  dehydration  facilities,  prices  wffiich  will  be  paid  producers,  and  protection 

against  lo^  after  the  grapes  are  placed  on  trays.”  ^ ^ 

Mr.  Clevenger,  at  this  meeting,  stated  that  as  part  of  the  maximum  raisin 
production  program  that  the  Department  of  Agriculture  had  a bank  of  materials 
and  was  assured  of  the  necessary  materials  to  make  available  wooden  trays, 
boxes,  and  adequate  dehydrator  facilities.”  This  meeting  was  attended  by 
hundreds  of  growers  and  this  statement  w^as  broadcast  over  all  radio  stations  in 

the  raisin  belt  and  printed  in  the  newspapers.  , . i r xu 

Following  this  announcement  Mr.  Malcolm  Watson  was  placed  in  charge  of  the 
raisin  program  at  Fresno,  and  the  Raisin  Producers^  Association,  an  incorporated 
subsidiary,  was  set  up  to  implement  the  raisin  program  for  1943.  After  further 
check  and  studv  it  w'as  determined  that,  depending  upon  the  size  of  the  crop,  a 
maximum  of  10,000,000  additional  wooden  trays  would  be  reqinred  to  dry  the 
muscat  grapes,  which  could  not  be  dried  on  paper  trays;  that  200  tunnels  for 
dehydrating  muscats  and  other  grapes,  which  could  not  be  dried  even  on  w'ooden 
travs  should  be  installed,  and  that  probably  2,000,000  boxes  w'ould  be  required 
to  carry  out  this  program.  No  announcement  was  made  to  the  public  of  any 

We^sffice^^^  that  the  muscat  grape  growers  of  California  believed,  as 

they  had  a right  to  do,  that  the  Government  was  going  to  make  available  for  them 
adequate  wmoden  trays,  adequate  dehydrating  facilities  and  adequate  boxes  for 
picking  fresh  muscats  and  adequate  boxes  for  containers  of  raisins  made  by 
dehydrators  from  muscats. 
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The  Government,  instead  of  procuring  the  necessary  10,000,000  w^ooden  trays, 
procured  less  than  3,000,000,  or  about  30  percent  of  wdiat  was  recognized  as 
necessary.  The  Government  secured  priorities  for  and  built  the  neces.sary 
dehydrators,  but  many  of  these  were  not  finished  by  the  15th  of  August  to  the 
1st  of  September,  as  planned,  many  of  the  dehydrators  going  onto  full  production 
after  the  1st  of  October,  and  then  greatly  handicapped  because  there  were  totally 
inadequate  supplies  of  picking  boxes  and  boxes  for  the  finished  raisins  from 
dehydrators.  The  result  has  been  that  many  muscat  growers,  wffio  were  unable 
to  get  wooden  trays,  as  promised,  and  who  w^ere  granted  releases  to  dehydrators, 
were  unable  to  find  any  dehydrator  for  many  weeks  after  they  had  secured  th(’r 
^rmit  who  could  take  any  of  their  grapes,  as  most  dehydrators  were,  at  the 
request  of  the  Government,  operating  on  Thompson  Seedless  only  and  allowing 
the  muscat.s  to  wait  until  the  Thompsons  were  out  of  the  w’ay.  The  normal 
drying  seison  of  muscats  is  from  September  1 to  September  15,  even  on  w'ooden 
trays.  So  desperate  was  the  condition  of  many  muscat  grape  grow'ers  that, 
even  though  the  Government  had  not  issued  any  crop  insurance  formally  ^as 
promised,  they  put  their  grapes  on  paper  trays  as  late  as  the  last  of  September 
and  the  first  w'eck  in  October. 

It  is  to  be  remembered  that  since  1933  that  practically  all  of  the  late  ripening 
muscats  went  directly  into  wineries,  or  were  shipped  east  as  juice  and  table  grapes. 
In  1941  of  the  250,000  tons  of  muscat  grapes  produced,  only  48,000  tons  were  dried, 
or  less  than  one-fifth.  (See  table  2 of  abov^e  quoted  bulletin.)  In  1942,  the  first 
year  the  Government  ordered  all  raisin  variety  grapes  dried,  out  of  250,000  tons 
produced,  122,000  tons  were  not  dried,  but  were  released  by  the  county  Lffiited 
States  Department  of  Agriculture  War  Boards  because  of  the  impossibility  or 
economic  impracticability  of  drying  them. 

Most  of  the  muscat  grow'ers,  whose  grapes  w'ere  late  in  ripening,  or  the  condi- 
tions under  which  they  were  raised  made  it  economically  impractical  to  attempt 
to  make  raisins,  had  few  or  no  facilities  for  drying.  Many  of  these  grow'ers  had 
no  w'ooden  trays  and  many  growers  who  had  some,  had  trays  which  had  not  been 
used  for  years  and  w'ere  decayed  and  worthless. 

Cultural  practices  for  making  raisins  in  the  Raisin  Belt  are  different  than  if 
these  grapes  are  going  to  be  shipped  late  to  the  wineries.  Standard  practices 
require,  upon  irrigated  land,  that  if  raisins  are  going  to  be  made,  the  w'ater  be 
taken  off  the  muscats  in  July  or  early  in  August,  and  this  was  done  for  the  most 
part.  There  then  followed  6 weeks  of  very  hot  dry  weather  clear  up  to  the  1st 
of  October,  and  these  muscat  grapes,  due  to  the  fact  that  no  wooden  trays  wrere 
available,  commenced  drying  out  on  the  vines,  commonly  called  raisining,  and 
in  many  vineyards  the  loss  of  weight  already,  as  of  date  hereof,  had  reached  as 
high  as  one-fourth  to  one-third  from  the  normal  weight  at  crop  harvesting  time 
for  raisins. 

Sugar  does  not  evaporate  from  the  grapes,  so  that  from  25  to  35  percent  more 
raisins  per  pound  can  be  made  from  these  raisined  grapes  than  from  grapes  in 
their  normal  condition  for  dehydration.  The  Government  either  adopted  or  just 
assumed  a 4 to  1 ratio,  that  is,  4 pounds  of  fresh  grapes  put  through  the  dehyema- 
tors  would  make  1 pound  of  raisins.  No  control  was  retained  by  the  few  dehy- 
drators in  operations  over  the  price  which  the  dehydrators  should  pay  muscat 
grape  growers  who  w'ere  caught  in  this  unexpected  pinch*  and  the  dehydrators 
paid  J37.50  delivered,  or  S‘35.50  roadside  for  muscat  grapes,  regardless  of  their 
loss  in  moisture  and  regardless  of  the  fact  that  these  grapes  would  make  at  least 
1 ton  of  raisins  for  3 tons  of  fresh  grapes,  or  a 3 to  1 ratio. 

So  bad  have  many  crops  of  muscats  dried  out  and  raisined  on  the  vines  that  the 
Government  has  been  obliged  to  release  these  crops  to  the  w'ineries,  because  they 
are  not  suitable  even  for  dehydration  purposes.  The  Government  secures  for 
these  muscats  from  the  wineries  $3.25  for  each  sugar  point  or  percentage  of  sugar. 
At  the  date  of  w'riting  this  brief,  the  average  muscat  crop  w'ill  show'  a sugar  content 
of  from  25  to  28  percent  so  that  the  average  price  received  by  the  Government 
will  be  from  $80  to  $90  a ton,  leaving  a net  profit  per  ton  of  from  $44.50  to  $54.50. 

The  muscat  grape  grow’ers  who  were  not  able  to  dry  their  grapes,  solely  due  to 
the  fact  that  the  Government  did  not  supply  the  necessary  wooden  trays  and  did 
not  supply  in  the  proper  season  adequate  dehydrating  facilities  and  adequate 
boxes,  should  not  be  forced  to  take  all  of  this  loss.  In  the  case  of  dehydrators  the 
Government  gets  just  as  many  raisins  as  if  the  grapes  had  not  rarisined,  and  in  sale 
to  the  wineries  the  Government  gets  a premium  for  the  highly  raisined,  high-sugar- 

content  muscats.  ^ v 

There  has  been,  and  very  properly  so,  a feeling  on  the  part  of  the  Government 
and  among  the  raisin  growers  that  some  grow'ers  of  muscats  chose  not  to  make 
raisins,  but  to  hold  their  grapes,  hoping  that  they  w’ould  get  a release,  as  they  did 
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last  vear,  so  that  they  would  get  the  high  prices  the  wineries  paid  or  the  higher 
price*  for  table  or  juice  grapes  shipped  fresh  to  the  eastern  markets.  ™ tp 
raisin  grower  who  did  not  cooperate  at  all  with  the  Government  and  who  had  mcin- 
ties  to  dry  his  muscat  grapes  and  did  not,  we  hold  no  brief,  but  definitely  condemn 
such  action  as  unpatriotic;  but  as  to  the  muscat  grower  who  trusted  his  Govern- 
ment and  relied  on  his  Government’s  promises  to  furnish  adequate  wooden  trays, 
and  was  not  given  the  necessary  wooden  trays  to  dry  his  grapes,  and  h^  not  had 
available  dehydrators  to  take  his  grapes  seasonably  at  the  times  when  they  should 
have  gone  to  the  dehydrators,  and  this  grower  has  suffered  a loss  of  weight  due  to 
loss  of  moisture,  no  greater  injustice  could  be  done  than  to  seek  to  punish  such 
grower  by  making  him  take  a loss  of  25  ot  35  percent  of  his  crop  when  he  has  done 
everything  that  any  reasonable  man  could  be  expected  to  do  in  an  effort  to  coinply 
with  the  raisin  program,  including  having  faith  in  his  Government  and  its  promises,  ^ 

In  wartime  it  is  more  essential  than  ever  that  justice  be  done  to  those  farmers 
to  whom  the  Nation  must  look  for  its  food  supply,  and  since  we  are  only  asking 
tliat  those  growers,  who  have  cooperated  with  the  raisin  program  and  who  have 
been  prevented  from  drying  their  grapes  and  taken  this  loss  solely  by  reason  of  the 
failure  of  the  Government  to  furnish  the  wooden  trays  necessary  to  dry  these 
grapes  or  the  dehydrating:  facilities  and  boxes  necessary  to  dry  these  grapes,  be 
compensated  from  the  profit  the  Government  is  making  out  of  these  conditions,  we 

submit  that  their  claim  is  just.  ^ 

The  Government  gets  S3.25  for  each  sugar  point  of  the  grapes  delivered  to  the 
wineries.  Assuming  that  a premium  should  be  placed  on  diligence  and  an  advan- 
tage given  to  growers  who  sun-dry  their  grapes,  and  assuming  that  they  should 
be  punished  moderately  for  believing  their  Government's  promises,  we  submit 
that  they  are  punished  enough,  if  they  are  paid  what  we  are  asking,  and  that  is 
S2  for  each  point  of  sugar  above  the  standard  sugar  content  for  muscat  raisins 

placed  on  trays  this  year  of  22  percent.  . ^ j i-.  x u 

There  is  attached  hereto  as  exhibit  A a copy  of  a telegram  dated  October  9, 

1943  to  Marvin  Jones,  War  Food  Administration;  also  a copy  of  the  petition  of 
the  Muscat  Grape  Growers'  Committee  to  War  Food  Administration,  Fresno,^ 
exhibit  B,  under  date  of  October  11,  1943;  and  there  is  attached  hereto  as  exhibit 
C the  petition  of  Muscat  Grape  Growers  to  War  Food  Administration  and  Raisin 
Coordinators  Committee  under  date  of  October  18,  1943. 

It  is  to  be  remembered  that  the  Government  is  releasing  no  muscat  grapes  to 
wineries,  except  those  which  are  not  suitable  for  drying  in  dehydrators,  and  the 
justification  for  such  release  is  that  they  have  so  badly  raisined  that  fi-re  no 
longer  suitable  for  dehydration,  or,  in  some  cases  have  become  infested  with  vine 

leafhopper  or  mold  has  set  in.  ^ , i.  x x-  i i 

There  are  comparatively  few  growers  who  have  suffered  a substantial  lo^ 

through  no  fault  of  theii  own,  as  compared  to  the  total  of  approximately  12,000 
raisin  growers  in  California,  but  the  fact  that  their  number  is  smaU  is  no  justific^  ^ 

tion  for  causing  them  to  suffer  so  severe  a loss  occasioned  wholly  by  reason  of  the 
Government  order  requiring  them  to  dry  these  muscat  grapes,  which  had  not  boen 
dried  for  many  years,  and  which  grapes  could  have  been  dried  this  year,  without 
substantial  loss,  had  the  Government  furnished  w^oodon  trays,  dehydrating  facili- 
ties, and  boxes  seasonably.  In  all  cases  these  growers  have  filled  all  the  wooden 
trays  available  and  have*  put  muscat  grapes  on  trays  up  to  the  time  when  VNar 
Food  Administration  advised  against  drying,  and  have  done  everything  that  they 
could  do,  but  they  still  have  suffered  this  loss.  , . , . . * x- 

We  have  called  your  attention  to  the  fact  that  W’ar  Food  Administration  prom- 
ised crop  insurance  and  a ' early  announcement  of  the  means  of  implementation  of 
the  drying  order  to  dry  all  raisin  grapes.  Repeatedly  the  growem,  smne  in  person, 
some  through  their  committees,  especially  through  the  Sta^wide  Committee  of 
Grape  Growers  of  California,  urged  and  insisted  that  the  Government  make  an 
announcement  of  its  crop  insurance  to  the  growers  prior  to  harvest  time,  ouch 
crop  insurance  has  just  been  announced  this  22d  day  of  October  1943,  and  in  such 
indefinite  language  that  few',  if  any,  growers  understand  just  what  it  meai^. 

The  Muscat  Grape  Growers'  Committee  is  taking  from  each  grower  an  athdavit 
in  writing  setting  forth  just  w'hat  the  conditions  are  under  w'hich  he  has  ^ffered 
this  loss,  and  as  a sample  of  these  statements  there  is  attached  hereto  the  affidavite 
of  tw’o  reoresentative  muscat  grow'ers  as  exhibits  D and  E.  It  has  been  suggested 
that  the  profit  made  bv  the  Government  by  selling  muscat  grapes  to  wineries 
should  be  distributed  to  all  of  the  12,000  grow'ers  w ithout  taking  into  consideration 
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the  individual  losses  of  the  particular  grow'ers  whose  grapes  created  the^  funds 
and  who  suffered  the  loss.  This  would  be  totally  unjustifiable  and  uiffair. 

In  closing  this  memorandum  w'e  again  desire  to  emphasize  that  the  muscat 
grape  growers  are  only  asking  for  a part  of  their  loss  occasioned  by  loss  of  nioisture 
of  their  grapes  W'hile  w'aiting  for  Government  facilities  to  make  their  harv^t 
possible,  this  partial  compensation  to  be  based  on  sugar  content,  the  amount  to  be 
$2  for  each  point  of  sugar  above  the  normal  of  22  percent.  This  is  not  w'h^  these 
growers  would  have  gotten  had  wooden  trays  been  available,  or  dehydrating 
facilities  and  boxes,  but  it  would  be  a parital  compensation  out  of  the  proceecw 
of  their  owm  grapes,  and  we  are  asking  this  compensation  only  w'here  the  loss  is 
wholly  due  to  the  failure  of  the  Government  to  keep  its  promises  to  supply  ade- 
quate wooden  trays,  dehyrdating  facilities  and  boxes  seasonably.  The  only 
accusation  which  can  truly  be  made  against  this  class  of  grow'er  is  that  they  trusted 

and  believed  their  Government's  promises.  . n u 

A detailed  history  of  each  grower's  efforts,  w*ho  is  making  this  claim,  wull  be 
furnished  either  to  the  Commodity  Credit  Corporation  or  to  its  local  subsidiary, 

Raisin  Producers'  Association,  under  oath.  ^ ^ . 

W’^e  ask  now^  that  authority  from  Commodity  Credit  Corporation  be  given  to 
the  district  administrator  of  War  Food  Administration  to  make  an  equitable 
adjustment  so  that  a portion  of  the  damage  suffered  by  these  loyal  growers  may 
be  paid  out  of  their  proceeds  of  muscat  grapes  w^hich  have  been  sold  to  the  win^ 
ries.  Another  year  is  coming,  and  regardless  of  the  number  of  grow'ers  involved, 
War  Food  Administration  and  the  Government  as  a whole  cannot  afford  to  break 
faith  w'ith  these  grow'ers  who  have  cooperated  and  done  all  they  could  to  dry 

their  muscat  raisins  seasonably.  , , j 

It  would  be  an  injustice  to  War  Food  Administration  on  the  Pacific,  and  par- 
ticularly in  Fresno,  not  to  express  our  appreciation  of  your  local  administrators, 
both  Mr.  Merritt  A.  Clevenger  and  Malcolm  Watson.  We  especially  w'ant  to 
express  our  appreciation  of  Mr,  Watson,  w'ho  has  recognized  from  the  beginning 
of  his  responsibility  w'hat  was  necessary  to  complete  the  1943  program,  and  Md 
Washington  given  him  the  timely  cooperation  on  wooden  trays,  boxes,  and  de- 
hydrators, the  inequities  herein  complained  of  would  never  h^e  arisen.  Mr. 
Watson,  W'e  believe,  more  than  any  War  Food  Administration  official,  enjoys  ^e 
complete  confidence  and  respect  of  all  the  raisin  grower.  He  has  earned  this 
respect  and  confidence,  and  w'e  w'ant  him  kept  here  until  the  war  emergency  is 
over. 

Respectfully  submitted.  ^ ^ _ 

Muscat  Grape  Growers’  Committee, 

By  H.  A.  Savage,  Secretary. 


Exhibit  A 


October  9,  1943. 


Mr.  Marvin  Jones, 

IFar  Food  Administration y ^ r» 

Untied  States  Department  of  Agriculture,  WashingtoHyD.  C.: 

Twelve  thousand  raisin  growers  of  California  have,  in  response  to  your  urgent 
request,  produced  the  greatest  crop  of  raisins  in  history  at  the  highest  <^ost  up>on 
the  promise  of  the  War  Food  Administration  to  protect  the  growers  with  crop 
insurance  as  against  rain  damage,  adequate  supply  of  wooden  trays,  dehydrating 
facilities,  and  boxes.  The  growers  have  kept  faith.  W ar  Food  Administration 
has  not.  W^e  have  barely  one-third  of  the  trays  promised.  Less  than  that  of 
boxes  and  inadequate  dehydrating  facilities.  The  loyalty  of  the  raisin  growrers  is 
all  the  more  commendable,  because  you  have  fixed  a price  for  their  war-necessary 
food  grapes  of  40  percent  of  what  you  allowed  for  wine  grapes  and  about  35  percent 
of  what  you  have  allowed  for  table  grapes.  Hundred.s  of  thousands  of  raisin  grapes 
are  exposed  to  the  weather  on  paper  trays,  and  growers  are  taking  tremendous 
losses  due  to  lack  of  wooden  travs,  boxes,  and  dehydrating  facilities,  and  are  now 
told  by  our  beneficent  Government  that  muscats  may  be  delivered  to  wmeries  for 
$35.50  per  ton  when  the  grapes  have  lost  one-fourth  to  one-third  their  weight. 
The  Government  can  get  $80  to  $100  per  ton  for  them.  Muscat  grow'ers  request 
and  demand  that  this  profit  of  $50  to  $65  per  ton  be  utilized  to  pay  grow'ers  the 
same  as  they  would  have  received  had  War  Food  Administration  kept  its  promises, 
and  this  will  still  leave  a large  profit  for  W'ar  Food  Administration.  Fairness  also 
demands  allowance  of  raisined  muscats  delivered  to  dehydrators  different  than  a 
ratio  of  4 to  1,  and  this  injustice  can  be  equalized  from  surplus  from  sale  to 
wineries. 


368  LIQUOR  INDUSTRY 

• 

Your  local  representatives,  Merritt  Clevenger  and  Malcolm  Watson,  are  fair  and 
fully  realize  the  inequities.  Surely  these  loyal  muscat  growers  should  not  be 
penalized  by  failure  of  War  Food  Administration  to  procure  facilities.  We  urge 
you  to  immediately  authorize  your  local  representatives  to  use  funds  from  sale  of 
muscats  to  wineries  to  equalize  these  injustices.  Conditions  are  critical.  We  I 

courteously  ask  your  immediate  action. 

Muscat  Growers  Committee, 

H.  H.  Kasparian,  Chairman j 
S.  Serian, 

Martin  Serimian,  ; 

Wm.  \V.  Parlier,  1 

M.  N.  Adams, 

P.  G.  Anderson,  t * 

A.  C.  Miller, 

H.  A.  Savage,  Secretary. 

Copies  to:  Congressman  B.  W.  Gearhart,  Congressman  A.  J.  Elliott. 

Exhibit  B 

War  Food  Administration, 

Fresno,  Calif.: 

W^e,  the  undersigned  Muscat  Grape  Growers*  Committee,  w'ere  elected  at  a 
meeting  held  Saturday  evening,  October  9,  1943,  at  8 o*clock  at  the  Hotel  Cali- 
fornian, from  35  growers,  who  had  muscats  still  unpicked,  to  represent  them  and 
try  to  secure  from  War  Food  Administration  a prompt  and  equitable  method  of 
harvesting  the  unpicked  muscats,  secure  allowances  for  raisining  and  loss  of  weight 
where  grapes  are  delivered  to  dehydrators  or  wineries,  and  to  secure  definite  com- 
mitments as  to  crop  insurance  in  case  of  rain  damage. 

At  this  meeting  most  growers  represented  heavy  losses  due  to  raisining  of  grapes 
and  loss  of  weight.  Many  growers  had  commitments  from  dehydrators  to  com- 
mence deliveries  from  the  10th  of  September  on,  but  the  dehydrators  told  them 
they  had  been  asked  by  War  Food  Administration  not  to  process  muscats  until 
Thompsons  were  out  of  the  way. 

Some  growers  were  bothered  with  roll-leaf  hopper.  This  pest,  after  eating  the 
leaves,  commences  to  eat  the  grapes,  which  soon  decay.  Others  in  the  Kings 
County  area  had  muscat  grapes  molding  and  rotting  on  the  vines  where  they  , 

contacted  the  ground,  which  was  too  wet.  Some  growers  have  been  told  they  | 

would  have  to  haul  their  graj>es  to  dehydrators  and  wineries  long  distances. 

Practically  all  growers  had  asked  for  adequate  wooden  trays,  and  some  had  re- 
ceived none,  some  one-half,  some  one-fourth,  and  some  one-sixth.  One  grower, 
as  late  as  October  7,  had  put  his  grapes  on  wooden  trays,  and  one  other  gro\yer 
in  the  Kings  County  area  had  put  10,000  trays  of  muscats  on  paper  trays,  finishing 

last  w*eek.  ’ 

It  was  estimated  that  there  was  between  30,000  and  40,000  tons  of  muscats 
still  on  the  vines,  and  we  all  know  that  drying  them  in  the  open  field,  even  if 
we  had  wooden  trays,  at  this  late  season  is  suicidal.  It  must  be  remembered  that 
until  the  Government  issued  its  order  requiring  the  drying  of  all  raisin  grapes  in  ^ 

1942,  and  again  in  1943,  that  most  of  the  mustcat  grapes  were  shipped  fresh  as 
table  grapes,  juice,  or  delivered  to  the  wineries,  and  very  few  growers  had  wooden 
trays.  Even  where  w'ooden  trays  w'ere  available  many  of  the  muscats  ripened  so 
late,  or  w'ere  planted  so  close  together,  that  drying  in  the  field  w^as  impossible. 

The  University  of  California,  College  of  Agriculture,  agricultural  experiment 
station,  Berkeley,  Calif.,  under  date  of  December  24,  1942,  issued  a report  which 
contains  the  following,  page  17: 

“Certain  varieties  of  grapes,  namely,  muscat  of  Alexandria  and  sultana,  be- 
cause of  late  matufity  and  other  factors,  must  be  dried  on  wooden  trays;  and 
muscat  grapes  should  have  available  emergency  driers  and  other  equipment  to 
salvage  the  crop  in  case  of  unfavorable  weather.** 

Again  quoting,  page  14: 

“With  a normal  muscat  crop  in  the  San  Joaquin  Valley,  about  as  large  as  the 

1942  crop,  probably  50,000  to  55,000  tons  of  dried  muscats  could  be  produced  in 

1943  if  a sufficient  price  stimulus  and  adequate  drying  facilities  w'ere  provided 
and  weather  conditions  proved  favorable  to  sun  drying.  This  would  be  an 
increase  of  about  20,000  tons  of  muscat  raisins  over  the  1942  output  and  new'  trays 
and  sweat  boxes  w'ould  have  to  be  provided  for  most,  if  not  all,  of  this  increase.** 

War  Food  Administration  recognized  these  facts,  and  in  a stateinent  released 
by  Mr.  Merritt  Clevenger  at  a meeting  in  the  Municipal  Auditorium,  Fresno, 

Calif.,  on  April  6,  1943,  War  Food  Administration  promised  the  growers  crop 
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insurance,  adequate  wooden  trays,  adequate  boxra  and 

that  a practical,  fair  man  who  knew  the  grape  business  would  be  put  in  charge 

The^ove^ment  has  kept  its  promise  in  only  one  regard  in  that  it  has 
Malcolm  Watson  in  charge  of  the  program  at  Fresno,  and  it  is  our  belief  that 
Mr.  Watson  has  done  everything  he  could  to  be  fair  and  *o  keep  the  comm^^ 
made  bv  War  Food  Administration  to  the  growers,  but  authorities  m Washington 
have  not  given  him  the  material  or  the  support  required  to  carry  out  the  program. 
Approximately  one-third  of  the  number  of  wooden  trays 
by  the  Government  and  all  muscat  growers  were  provided.  The 
not  get  lumber  priorities  soon  enough.  Only  an  inadequate  amount  of  dehydrate  s 
were  installed,  and  many  of  these  so  late  they  have  just  gotten  into 
the  dehydrators  operating  have  not  been  able  to  secure  enough  boxes  to  box  the 
dehvdrated  raisins.  Other  factors  have  contributed  to  the  plight  of  those  “^scat 
growers  who  did  not  have  adequate  wooden  trays  and  whose  crops  ripened  too 

Food  Adn^inistration  determined  to  dry  the  unpicked  Thompsons  as  far 
as  practical  before  using  dehvdrator  facilities  for  muscats,  and  in  many  instances 
som^of  toe  War  Food^Adm'inistration  just  told  growers  that  their  crops  would 
hold  until  the  25th  of  October.  Probably  Washington  does  not  know,  but  toe 
local  War  Food  Administration  authorities  know,  that  when  a farmer  is  going 
10  make  muscat  raisins  out  of  his  grapes,  since  most  of  them  are  irrigated,  ne 
must  take  the  water  off  early  in  order  that  they  make  the  Ptoper  sugar  conte^ 
in  time  for  drying.  This  was  done  practically  universally  so  that  the  grapra 
had  reached  their  maturity  by  the  normal  drying  season,  the  1st  to  the  lUtn 
of  September  in  most  districts,  the  Hanford  district  being  somewdiat  later  and 
immediately  these  grapes  start  going  back,  that  is,  the  grapes  wither  and  rmsin, 
that  is,  the  moisture  goes  out  of  the  grapes  and  they  make  raisins  on  the  vines 
the  result  of  which  is  that  the  grapes  continue  to  lose  weight  toey  ^ 

on  the  vines,  and  in  some  cases  the  loss  of  weight  will  be  as  high  ^ 
but  at  the  present  time  the  loss  of  weight  is  from  one-fourth  to  one-third  on  the 
irrigated  vineyards,  and  the  loss  of  weight  and  raLsining  wil  continue  until  the 
grapes  are  hairvested  unless  rain,  wet  weather  or  frost  spoil  them,  and  this  is 

apt  to  occur  at  any  time  now.  ^ j u 

Manv  growers  at  the  meeting  said  they  had  gone  to  all  of  the  . 

the  neighborhood,  many  had  driven  200  miles  trying  to  find  » 
take  their  grapes,  and  practically  all  had  been  denied.  The  result  of 
is  that  muscat  growers  who  were  not  furnished  the  facilities  recognized  ^ a^^^ 
lutely  necessarv  to  dry  their  grapes,  find  themselves  with  their  grapes 
vines,  no  crop  insurance,  no  chance  to  sun-dry  them  and  totally  inadequate 

dehydrating  facilities  to  handle  them.  j j i .. 

The  dehydrators  have  been  paying  a price  of  $37.o0  delivered,  and  make  no 
difference  between  grapes  delivered  while  in  their  normal  matured  condition 
when  they  are  supposed  to  make  1 pound  of  raisins  for  4 pounds  of  fresh  grapes, 
or  a four-to-one  ratio,  and  raisin  grapes  which  will  make  1 pound  of  raisins  for 
2J4  to  3 pounds  of  grapes.  War  Food  Administration  has  P‘aced  no  regulations 
or  controls  on  dehydrators  as  to  price  and  has  not  made  available  deh>  dra  i g 
facilities  for  growers  to  pay  the  cost  of  dehydrating  and  have  their  raisins.  \V  e 
are  told  that  higher  labor  costs  of  dehydrators  prohibit  granting  adequate 
allowances  for  raisining  grapes,  and,  at  any  rate,  the  dehydrators  cannot 

f&kc  them  • * 

The  only  other  outlet  is  when  the  wineries  and  local  War  Food  Administration 

recognizcs'that  releases  from  the  drying  order  must  be  given,  and  are  being  given 
in  some  instances,  and  some  muscats  are  being  delivered  to  the  wineries,  but  m 
this  case  the  Government  pays  only  $35.50  per  ton,  and  the  wineries  would  be 
pleased  to  pay  anywhere  from  $80  to  $100  a ton  for  these  muscat  grapes  and  are 
willing  to  pay  much  more  for  raisined  grapes,  that  is,  withered,  bec^se  most  of 
the  sugar  content  is  still  in  the  grapes  in  a more  concentrated  form.  1 he  gro^  ers 
who  are  obliged  to  pick  at  this  late  time,  through  no  fault  of  their  own,  are  taking 
a loss  of  one-fourth  to  one-third  in  weight  and  a price  loss  where  the  grapes  are 

delivered  to  the  wineries.  ^ « 

On  the  other  hand  the  Government  can  sell  these  grapes  to  the  wineries  at  a 
profit  to  the  War  Food  Administration  of  from  $45  to  $60  a ton.  W e,  toe  under- 
signed committee  of  seven  elected  at  the  meeting  at  the  Californian  on  October  9, 
1943,  believe  this  gross  injustice  to  loyal  and  patriotic  muscat  growers  who  have 
complied  with  the  raisin  order  in  every  particular,  and  who  have  been  P^e'-toted 
fry  drying  their  grapes  for  the  most  part,  solely  by  reason  of  \>ar  rood  Admin- 
istration not  furnishing,  as  promised,  adequate 

hydrating  facilities  and  adequate  boxes,  believe  that  it  is  fair  and  right  that  tneir 
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loss  should  be  compensated  and  that  they  be  allowed,  from  the  profit  which  the 

Government  will  make  on  muscats  delivered  to  the  wineries,  an  allowance  which 

will  equalize  the  loss  occasioned  by  reason  of  War  Food  Administration  not  being 

able  to  keep  its  promises  in  relaiton  to  trays,  dehydrating  facilities  and  boxes  j 

and  also  to  equalize  hauling  costs  where  it  is  necessary,  as  it  will  be  in  a few  cases, 

to  deliver  muscats  to  distant  dehydrators. 

We  courteously  request  War  Food  Administration  to  immediately  determine 
the  quality  of  muscat  grapes  which  can  be  dehydrated  with  existing  dehydrating 
facilities,  and  that  the  muscat  grapes,  which  cannot  be  dehydrated,  be  immedi- 
ately released  for  conversion  by  the  wineries  so  as  to  minimize  the  loss  in  weight.  I 

We  request  that  sugar  tests  be  made  of  all  grapes  delivered  to  wineries,  and  all  t 

grapes  delivered  to  dehydrators,  which  will  furnish  some  basis  for  adjustment  on 
inequities.  . 

We  further  ask  that  War  Food  Administration  examine  immediately  all  un- 
picked muscats  and  make  a report  in  writing  of  the  condition  of  each  vineyard 
with  an  estimate  of  the  loss  from  normal  maturity  due  to  delay  in  picking,  and 
an  estimate  of  the  loss  from  molding,  decay,  roll  leaf  hopper  or  other  damage 
arising  after  normal  maturity,  so  that  War  Food  Administration  will  have  the 
foundation  for  making  equitable  adjustment  of  these  inequities. 

All  of  the  muscat  grape  growers  represented  by  the  undersigned  committee 
have  endeavored  to  comply  with  the  War  Food  Administration's  program,  and 
desire  to  continue  to  comply  with  this  program,  and  none  of  them  are  asking  for 
releases  on  muscats  to  the  wineries  so  that  they  may  secure  for  themselves  the 
price  which  wineries  will  pay  for  these  grapes,  but  we  do  most  courteously  and 
emphatically  insist  that  we  be  paid  what  we  would  otherwise  have  secured  had 
War  Food  Administration  furnished  us  trays,  dehydrating  facilities  and  boxes,  as 
promised,  from  the  profit  which  War  Food  Administration  will  make  over  and 
above  the  present  quoted  prices,  both  to  dehydrators  and  wineries. 

W'e  also  urgently  petition  and  request  that  you  announce  a definite  program 
of  crop  insurance  so  that  it  can  be  understood  and  made  workable  immediately  [ 

upon  rain  damage  occurring,  especially  as  to  muscat  raisins  recently  picked  and 
on  paper  trays,  as  well  as  muscats  on  wooden  trays.  We  are  sure  that  neither  i 

War  Food  Administration  nor  our  Government  wants  or  expects  the  muscat 
growers  to  take  the  unquestioned  substantial  loss  which  is  not  their  fault,  and 
we  will  cooperate  with  you  to  the  fullest. 

We  suggest  that  you  permit  the  undersigned  committee  to  send  with  your  | 

representative,  at  our  expense,  a fair-minded,  intelligent  raisin  grower  to  help  in  ' 

the  appraisal  of  the  condition  and  probable  loss  to  the  grower  by  reason  of  not  ' 

having  the  facilities  promised,  and  above  all  else  we  ask  for  immediate  and 
prompt  action. 

Respectfully  submitted  this  11th  day  of  October  1943  by  Muscat  Growers  , 

Committee. 

H,  H.  Kasparian,  f 

. Chairman,  j 

Wm.  W.  Parlier.  I 

Martin  Serimian. 

A.  C.  Miller.  \ 

S.  Serian. 

M.  N,  Adams.  , 

F.  G.  Anderson. 

H.  A.  Savage,  ! 

Secretary, 


Exhibit  C 

Fresno,  Calif.,  October  18 j 19J^S, 

War  Food  Administration, 

Fresno,  Calif. 

Raisin  Coordinators  Committee  of  War  Food  Administration, 

Fresno,  Calif. 

Gentlemen:  In  order  that  you  may  have  before  you  our  specific  recommenda- 
tion as  to  the  correction  of  the  inequities  arising  out  of  the  inability  of  the 
Government  to  get  10,000,000  wooden  trays,  as  promised,  and  also  due  in  part  to 
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lateness  of  securing  materials  and  equipment  for  dehydrators,  including  boxes, 
we  respectfully  submit  for  your  earnest  consideration  the  following: 

That  each  grower  file  in  writing  and  under  oath: 

1 A statement  showing  the  extent  of  his  cooperation,  the  number  of  wooden 
trays  picked,  the  number  of  paper  trays,  the  number  of  wooden  trays  asked  for  of 
War  Food  Administration,  the  amount  he  received,  and  when  he  received  them, 

2.  The  nature  and  condition  of  his  vineyard;  that  is  whether  on  sandy  ground 
and  planted  so  sun  drying  was  possible,  or  planted  too  close  for  vineyard  drying 
or  the  ground  too  moist;  and  also  a statement  when  sugar  content  was  high  enough 

to  sun  dry.  . , . r j in  /'vr 

3.  The  method  of  marketing  his  muscats  for  the  past  5 and  10  years.  (We 

believe  you  will  find  that  the  vast  majority  of  muscat  growers  who  now  have 
grapes  on  the  vines  have  had  no  facilities  for  drying  their  grapes  for  years,  and 
have  for  many  years  marketed  their  muscat  grapes  in  either  fresh  or  winery 

As  to  the  man  who  deliberately  and  intentionally  did  nothing  to  sun  dry  his 
grapes  when  he  had  facilities  and  his  muscats  could  have  been  sun  dried,  we  have 
nothing  to  say,  except  that  we  do  believe  the  Government  should  have  announced, 
as  promised  on  April  6,  a program  of  crop  insurance  or  crop  salvage  so  that  this 
grower  would  have  known  that  if  his  grapes  were  damaged  by  ram  or  weather 
he  would  have  been  reasonably  protected.  Many  very  loyal  and  patriotic  Ameri- 
can citizens  have  been  told  that  they  were  being  “punished”  or  “penalized  for 
not  sun  drying  their  muscats.  For  the  man  who  could  have  sun  dried  and  did 
not,  we  do  not  defend;  but  as  to  those  hundreds  of  loyal  muscat  growers  who  had 
no  wooden  tray  facilities  and  whose  grapes  matured  too  late  for  paper  trays,  or 
whose  vineyards  were  planted  on  land  unsuitable  for  paper  trays,  or  whose  vines 
were  too  close  together  for  vineyard  drying,  no  greater  injustice  could  be  done 
than  to  condemn  these  men  and  assert  they  should  be  punished.  One  man  on 
our  committee,  the  second  w^eek  of  October,  laid  dowm  muscats  on  10,000  paper 
trays  and  before  any  definite  crop  insurance  program  was  announced. 

After  all,  it  is  just  as  important  in  wartime  that  justice  be  done  as  it  is  in 
peacetime,  and  surely  the  muscat  grape  grower  cannot  be  himself  blamed  for  the 
failure  of  the  Government,  whatever  the  cause,  to  furnish  adequate  wooden  trays 
for  drying  these  muscats,  which,  for  the  most  part,  had  to  be  dried  on  w’ooden 
trays,  or  had  to  go  through  dehydrators  that  were  not  completed  seasonably. 

The  value  of  muscats  for  raisins  on  going  into  dehydrators  is  their  sugar  con- 
tent. The  dehydrators  and  the  Government  have  adopted,  or  just  accepted  a 
4 to  1 ratio  for  dehydrating  of  muscats.  This  ratio  \vas  not  so  objectionable  at 
the  time  when  the  grapes  reached  their  normal  maturity,  which  was  rather  late 
this  year  due  to  the  extremely  heavy  crop.  Many  muscats  wrere  put  on  the  trays 
at  20-percent  sugar.  At  least  40  muscat  grape  growers  were  asked  w*hat  w^  the 
average  sugar  content  this  year  for  sun  drying,  and  they  stated  that  they  believed 
the  average  muscat  was  put  on  the  trays  at  not  over  22-percent  sugar,  soi^  much 
lower,  and  many  of  the  muscats  on  heavy  ground,  especially  in  Kings  County, 
did  not  reach  22-percent  sugar  until  after  normal  drying  season  had  passed. 
We  have  adopted,  therefore,  as  normal  for  this  year,  22-percent  sugar. 

We  have  had  one  of  the  longest,  hottest,  and  driest  falls  in  history.  Muscat 
grape  growers  who  were  obliged  to  make  raisins  on  irrigated  soil,  m accordance 
with  good  cultural  practices,  took  the  water  off  of  their  vineyards  m late  July 
or  earlv  August,  and  due  to  the  fact  they  could  not  get  wooden  trays,  nor  s^ure 
dehydration  facilities,  their  grapes  have  dried  and  raisined  on  the  vines  and  have 
lost  from  one-fourth  to  one-third  of  their  weight  on  many  vineyards,  and  the 
sugar  content,  due  to  raisining,  has  gone  up  to  as  high  as  28  and  30  percent  and 
these  grapes  now  make  at  least  1 ton  of  dehydrated  raisins  for  3 tons  of  fresh 
grapes,  and  the  growler  still  only  receives  S35.50  per  ton  for  his  grapes.  ^ Through 
no  fault  of  the  grower ‘is  he  to  take  this  25  to  33}4  percent  los^,  especially  when 
there  is  no  loss  in  raisins,  because  these  grapes  make  as  many  raisins  as  they  would 

have  made  had  they  been  harvested  earlier.  , , , , r ^ 

Many  muscat  crops  have  been  turned  down  by  dehydrators  bi^ause  of  too 
much  raisining  and  for  various  other  reasons,  some  of  which  we  believe  to  be 
insincere;  and  these  grapes  have  been  forced  into  the  wineries.  In  the  wineries 
the  important  thing  is  again  the  sugar  content.  No  argument  need  to  be  made 
on  this,  because  War  Food  Administration’s  sales  to  wineries  are  based  upon  a 
sugar  test;  that  is,  the  sugar  test  determines  the  price,  and  the  price  set,  so  we 
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are  advised,  is  $3.25  per  sugar  |X)int.  It  is,  therefore,  beyond  dispute  from  the 
jx)int  of  the  Government  and  its  appraisal  of  the  value  of  these  grapes  that  the 
sugar  test  is  the  all-important  feature,  and  from  the  point  of  dehydrators  the 
sugar  test  is  the  important  feature. 

We,  therefore,  believe  that  the  inequities  arising  solely  by  reason  of  the  failure 
of  the  Government  to  supply  wooden  trays  as  promised,  and  to  make  available 
seasonably  dehydrating  facilities  and  boxes  should  be  compensated  for,  and  these 
inequities  corrected  on  a sugar  test  basis.  This  is  nothing  new  in  connection 
^\^th  the  Government  activities  in  the  raisin  belt.  In  1938  we  had  what  we  called 
The  Grape  Prorate  Program  in  which  F.  R.  C.  loaned,  on  grapes  delivered 
to  wineries  of  the  raisin  varieties,  as  well  as  others,  $4,500,000.  These  deliveries 
were  all  on  a basis  of  sugar  test,  a certain  premium  being  paid  for  each  point  above 
22  percent,  and  a like  reduction  for  each  point  of  sugar  below  22  percent.  Here 
is  a very  definite  precedent  and  it  worked  well  and  without  objection,  excepting 
that  the  wineries  made  the  sugar  test,  and  in  many  instances  they  did  not  over- 
state the  sugar  content.  All  these  records  we  have  available  for  you  if  you  desire 
confirmation. 

In  the  light  of  these  considerations  we  respectfully  submit  for  your  consideration 
the  follo\\ing  formula  as  a basis  of  correcting  the  admitted  and  unquestioned 
inequities  in  these  cases  where  growers  have  made  industrious  effort  to  sun  dry 
their  grapes,  but  have  not  been  able  to  sun  dry  their  grapes  solely  due  to  the 
failure  of  the  Government  to  furnish  wooden  trays,  as  promised,  and  adequate 
dehydrating  facilities  and  boxes: 

That  sugar  tests  be  made  of  all  grapes  delivered  to  dehydrators  and  to  wineries; 
that  as  far  as  possible  these  sugar  tests  be  made  by  Governmental  agencies  or  an 
agency  of  War  Food  Administration. 

That  we  take  as  a base  22  percent  sugar,  and  that  for  each  additional  point  of 
sugar  above  22  percent  the  grower  be  paid  $2  per  ton. 

A little  arithmetic  might  prove  interesting.  If  the  grower  had  dried  these 
grapes  seasonably,  when  they  reached  22  percent  sugar,  he  would  have  had  for 
4 tons  of  fresh  grapes  1 ton  of  raisins,  for  which  he  would  have  received  $165,  or 
$41.25  per  ton.  Today  when  he  picks  those  same  grapes,  they  weigh  1,500  pounds, 
for  which  he  receives  three  times  $35.50,  or  $106.50;  and  yet  they  make  approxi- 
mately a ton  of  raisins.  The  grower's  paper  loss,  therefore,  is  $57.50  for  the 
3 tons  delivered.  Should  War  Food  Administration  believe  that  the  grower 
should  be  penalized  for  not  getting  his  grapes  dried,  or  that  he  should  be  en- 
couraged to  the  maximum  of  effort  in  the  future  by  making  it  more  profitable  for 
the  grower  to  sun  dry,  he  is  still  being  punished  enough.  Assuming  his  grapes 
went  28  percent  sugar  under  this  formula,  he  would  be  paid  $12  per  ton  addi- 
tional, still  suffering  a loss. 

We  suggest  and  recommend  that  the  correction  to  these  inequities  come  out  of 
the  proceeds  of  these  very  muscat  grapes  which  are  now  being  sold  to  the  wineries 
The  raisined  and  high  sugar  muscat  of  28  percent  the  growers  are  now  delivering 
to  wineries,  will  bring  to  the  wineries  $90  per  ton.  This  leaves  a net  profit  to 
War  Food  Administration  of  $54.50,  and  this  fund  is  more  than  sufficient  without 
using  any  appropriated  War  Food  Administration  funds  to  correct  these  inequities. 

We  think  the  dehydrators  should  certainly  pay  an  additional  amount.  Your 
local  War  Food  Administration  as  so  recommended  and  many  dehydrators  have 
been  willing  to  do  so,  but  have  taken  the  position  that  it  is  unfair  for  one  dehydra- 
tor to  take  such  a position  unless  all  of  the  dehydrators  do  likewise,  and  this  may 
prevent  the  dehydrators  from  absorbing  some  of  this  l<3ss.  A dehydrator  will  get 

3 tons  of  raisins  out  of  28  percent  muscats;  and  the  ratio  should  be  3 to  1 and  not 

4 to  1.  War  Food  Administration  should  have  set  up  a program  where  the 
farmers'  grapes  could  have  been  dehydrated  at  cost,  plus  a reasonable  profit  to 
the  dehydrator,  and  the  dehydrated  raisins  delivered  to  the  grower.  This  was 
not  done.  War  Food  Administration  should  have  at  least  fixed  a price  on  grapes 
going  to  the  dehydrator  that  would  have  reflected  their  true  value  based  on  the 
sugar  content.  The  sugar  ratio  of  4 to  1 at  the  beginning  of  the  season  might 
have  been  just,  although  we  believe  this  too  high  a ratio,  but  surely  now  after  the 
grapes  have  raisined  on  the  vines,  that  is,  have  lost  moisture,  but  not  sugar,  this 
4-to-l  ratio  should  not  longer  apply,  because  it  is  not  in  accordance  with  the  facts. 
The  matter  of  the  portion  of  the  compensation  which  the  dehydrators  should  pay 
toward  correcting  these  inequities  we  believe  is  for  W ar  Food  Administration  to 
settle,  and  something  should  be  done  along  this  line,  because  the  dehydrators  were 
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built  with  Government  money,  and  for  the  most  part  are  operating  on  Govern- 
ment funds,  and  certainly  the  Government  should  not  guarantee  abnormal  profits 
at  a time  when  the  farmer  is  suffering  a loss.  . , ^ , r 

In  response  to  our  telegrams  to  Washington  we  have  received  a telegram  from 
War  Food  Administration  which  adopts  the  loss  of  moisture  or  weight  as  we 
contended  for  in  this  petition.  We  quote  from  the  telegram  of  W^ar  Food  Ad- 
ministration by  E.  M.  Graham,  Food  Distribution  Administration,  under  date  of 

October  14,  1943,  which  reads  as  follows: 

“W^ar  Food  Administration  is  following  raisin  program  as  originally  outlined 
and  stands  ready  to  extend  growers  the  promised  protection  against  loss,  account 
weather  damage.  Grapes  that  cannot  be  converted  into  standard  quality 
raisins  now  being  diverted  to  wineries  at  prices  to  commence  in  line  with  raisin 
prices.  The  schedule  of  prices,  which  are  to  be  paid  growers,  for  partially  dried 
grapes  and  raisins  will  reflect  increases  to  cover  any  loss  in  moisture.  At  this 
time  it  is  impossible  to  determine  financial  losses  to  the  Government  of  the  raism 
program.  Careful  consideration  was  given  to  raisin  prices  before  decision  and 

announcement.  ^ 

“E.  M.  Graham, 

“Food  Distribution  Administration  ” 

We,  therefore,  respectfully  petition  W^ar  Food  Administration  that  from  the 
profit' AVar  Food  Administration  and/or  Raisin  Producers  Association,  its  sub- 
sidiary, makes  from  sale  of  muscats  to  wineries,  it  partially  compensate  Muscat 
growers  who  have  cooperated  in  the  War  Food  Administration  raisin  program  on  a 
basis  of  $2  per  ton  for  each  point  of  sugar  above  22  percent. 

Respectfully  submitted.  , ^ 

Muscat  Grape  Growers  Committee, 

By , Secretary, 


Exhibit  D 

State  of  California, 

County  of  Fresno,  ss: 

1.  How  many  muscats  did  you  put  on  wooden  trays?  None.  Gn  paper 

trays?  None.  Wooden  tra3^s  requested  from  War  Food  Administration:  None. 
Number  of  trays  received  from  War  Food  Administration;  None.  Date  when 
received t ........... 

2.  Please  state  the  nature  and  condition  of  your  vinej'ard,  that  is,  whether 
sandy  ground,  subirrigated  ground  or  vines  planted  too  close  together  for 
sun  drying,  and  the  approximate  date  when  the  grapes  were  ripe  enough  to  pick  for 
raisins. 

My  vinej'^ard  is  a late  one;  the  soil  is  heavy.  I gave  up  making  raisins  some  time 
ago  because  the  weather  hazard  was  too  great.  Three  years  ago  I interplant^  it 
withgoldenchassalis,  making  the  rows  5 by  10  feet.  This  was  the  reason  the  War 
Food  Administration  allowed  me  to  dehj’^drate.  The  order  was  made  on  Septem- 
ber 20.  The  grapes  were  in  good  shape  to  pick  on  October  1,  and  from  then  on 
raisining  went  on  very  rapidlv.  When  the  grapes  were  determined  as  too  ripe  for 
dehydration  it  was  October  15;  and  it  was  October  18  before  the  notice  to  proceed 
to  deliver  to  a winery  was  received.  At  that  time  about  25  percent  had  raisined 
on  the  vines.  At  no  time  was  I able  to  secure  delivery  to  a dehydrator. 

I had  no  dry  lot  large  enough  for  the  crop,  nor  trays  for  more  than  a third  of  it. 
The  War  Food  Administration  cleared  me  to  a dehydrator  without  question.  The 
dehydrators  could  not  do  the  work  when  it  had  to  be  done. 

3.  How  have  you  marketed  your  muscats  for  the  past  10  years — to  winenes, 
shipped  fresh  or  dried?  The  grapes  have  usually  gone  to  wineries  or  have  been 
shipped  east.  I have  attempted  no  raisins  till  last  year,  since  1935.  At  that  time 
a drier  burned.  The  crop  was  a total  loss. 


Have  you  dried  any  on  paper  tra\\s?  None. 
Dated  at  Fowler,  Calif.,  October  21,  1943. 


F.  C.  Kellogg, 


Subscribed  and  sworn  to  before  me  this  21st  day  of  October  1943. 

[seal]  H.  a.  Savage, 

Notary  Public,  in  and  for  the  County  of  Fresno,  Slate  of  California, 
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Exhibit  E 

State  of  California, 

County  of  Fresno,  ss: 

1.  How  many  muscats  did  you  put  on  wooden  trays?  Seventeen  acres  out  of  27 , 

On  paper  trays?  None.  Wooden  trays  requested  from  War  Food  Administra- 
tion: None.  Number  of  trays  received  from  War  Food  Administration:  None. 
Was  told  no  wooden  trays  available.  Date  when  received: 

2.  Please  state  the  nature  and  condition  of  your  vineyard;  that  is,  whether 
sandy  ground,  subirrigated  ground,  or  vines  planted  too  close  together  for  sun 
drying,  and  the  approximate  date  when  the  grapes  were  ripe  enough  to  pick  for 
raisins. 

The  muscats  are  planted  8 by  10  feet,  the  rows  running  north  and  south. 

On  or  about  October  5,  Selma  dehydrator  turned  grapes  down  because  too 
badly  raisined  on  large  part  of  vineyard.  Loss  of  weight  due  to  loss  of  moisture 
I estimate  at  25  percent. 

3.  How  have  you  marketed  your  muscats  for  the  past  10  years — to  wineries, 
shipped  fresh  or  dried? 

We  have  shipped  fresh  mostly,  with  some  going  to  wineries.  Have  made  no 
raisins  since  1934  or  1935. 

Have  you  dried  any  on  paper  trays?  No. 

Dated  at  Selma,  Calif.,  October  22,  1943. 

Albert  H,  Poulson. 

Subscribed  and  sworn  to  before  me  this  22d  day  of  October  1943. 

[seal]  H.  a.  Savage, 

Notary  Public,  in  and  for  said  County  and  State, 


The  Chairman.  Will  you  tell  the  committee  just  briefly  what  his 

brief  sets  out?  . 

Mr.  Mattice.  The  brief  sets  out  that  m preparmg  for  the  1943 
food  program  the  War  Food  Administration  requested  the  California 
grape  growers  to  produce  more  than  the  usual  quantity  of  grapes  for 
drying  purposes,  for  the  eventual  purpose  of  making  them  into 
raisins.  Raisins  have  excellent  food  value. 

The  growers  of  grapes  in  California  did  not  possess  the  facilities 
which  would  enable  them  to  undertake  such  extended  progr^. 

Meetings  were  held  at  San  Francisco  and  at  W ashington  with  officials  ^ j 

of  the  War  Food  Administration.  That  situation  was  canvassed 

and  the  result  of  it  was  the  the  agency,  that  V ar  Food  Administration, 

told  the  grape  growers,  that  is,  its  representative  said  to  these  growers 

in  these  meetings,  if  they  would  undertake  it  the  Government  would 

undertake  on  its  part  to  provide  them  with  10,000,000  wooden  trays, 

which  are  used  for  the  purpose  of  drying  the  grapes;  that  it  would 

increase  the  capacities  of  dehydrating  plants  in  California,  that  is, 

plants  in  which  they  dry  grapes,  and  would,  thirdly,  provide  them 

with  what  is  denominated  crop  insurance,  which,  as  I understand  it, 

meant  that  if,  by  reason  of  the  weather,  the  process  of  drying  the 

grapes  was  interfered  with  and  they  were  spoiled  and  thus  lost  the 

crop  or  part  thereof,  the  Government  would  compensate  them,  or 

provide  insurance  that  would  compensate  them. 

So  the  growers  undertook  to  carry  out  that  program.  Instead  of 
10,000,000  trays,  only  3,000,000  were  furnished.  The  additional 
facilities  for  the  dehydration  plants  were  not  made  available.  Some 
were,  but  not  to  the  extent  promised.  No  insurance  was  made  avail- 
able. The  grapes  hung  on  the  vines.  Grapes  that  were  to  go  into  this 
program  of  drying  them  and  making  raisins  out  of  them  hung  on  the 
wines,  losing  their  water  content  and  sugar,  I believe. 
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I am  not  familiar  with  that  process,  but,  as  I read  it,  I understand 
that  were  losing  one  or  both,  sugar  and  water.  In  other  words,  the 
.rrower  would  lose  weight  at  least  when  he  came  to  sell  his  grapes,  aRer 
he  had  let  them  hang  on  the  vines  for  a long  period  of  time,  longer  than 
they  would  have  been  there  if  they  had  been  taken  for  drying  purposes 
or  used  for  winery  purposes.  As  the  result,  these  growers  were  unable 
l\  to  carry  out  the  program  of  making  raisins  out  of  their  grapes  which 

they  were  allocating  for  that  purpose. 

Finally  they  wore  purchased  by  the  Government  or  some  agency  of 
the  Government,  I think  it  was  the  War  Food  Admimstration,  al- 
' though  I may  not  be  correct  in  that.  Those  grapes  were  purchased 

from  the  growers  at  $30.30  a ton,  and  my  information  is  that  the 
ao-ency  then  sold  the  grapes  to  the  wineries  at  $75  a ton,  thereby  mak- 
ing a profit  of  the  difference  between  $30.30  and  $75. 

Senator  Ferguson.  Who  made  the  profit?  ji  j t 

Air,  AIattice.  The  ftgoncy  of  tho  GovcrniUGnt  that  handlGcl  it.  1 

may  be  mistaken  about  it  being  the  ar  Food  Administration. 

Mr.  WooTTON.  The  Commodity  Credit  Corporation. 

Mr.  Mattice.  I was  going  to  say  it  may  have  been  the  Commodity 

Credit  Corporation.  Is  that  correct? 

Mr.  WooTTON.  Yes.  ^ ^ 

Senator  Wherry.  Was  there  any  agreement  as  to  what  the  Com- 
modity Credit  should  pay  for  the  grapes? 

Mr.  Mattice.  No.  jo 

Senator  Wherry.  Was  there  any  floor  established.' 

Mr.  Mattice.  The  agreement  was  they  would  provide  certam 

^*^Sator  Wherry.  I understand.  Was  there  anything  about  the 

Mr.  Mattice.  No.  The  agreement  had  not  even  in  mind  buying 
the  errapes  at  the  time  the  thing  was  set  up,  but  as  a matter  of  helping 
them  out,  the  Government  finally  said,  “We  will  take  your  grapes  and 
pay  you  $30.30  a ton  for  them.”  They  went  to  the  wineries  at  $75  a 

* ton 

■ Senator  Murdock.  Was  the  reason  they  went  to  the  wineries  be- 

cause the  Government  failed  to  supply  the  facilities  for  drying. 

I Mr  M \TTiCE.  Failed  to  provide  them  within  the  time  m which  the 

drying  had  to  be  done.  They  could  not  wait  until  winter  to  do  it. 

The  season  was  passing  and  the  facihties  were  not  there,  so  the  grapes 

were  gomg  to  pot.  , i r 

Senator  Murdock.  Does  the  committee  or  the  attorney  for  the 

committee  have  any  information  as  to  why  the  Government  failed  to 
furnish  the  facilities? 

Mr.  Mattice.  I haven’t  obtained  that  yet. 

Senator  Wherry.  Does  the  witness  have  that  mfoiroation ' 

Mr  Wootton.  That  grape-drying  program  was  handled  by  the 
War  Food  Administration  with  the  growers  and  was  not  a wmery 
operation,  except  insofar  as  the  Commodity  Credit  sold  grapes  to  the 

wineries.  We  had  to  pay  the  market  price.  . r 

Senator  Ferguson.  Mr.  Mattice,  how  do  you  account  for  the 
O P.  A.  fixing  a price  on  the  regular  lower-priced  wines  that  they 
could  only  afford  to  pay  $30.30,  and  yet  here  is  the  Commodity 
Credit  selling  the  grapes  to  these  ivnneries  at  $75  a ton  ' 

Would  not  that  tend  to  put  the  small  fellow  out  of  business.' 
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Mr.  Mattice.  It  obviously  would  have  that  effect.  The  announce- 
ment which  I read,  that  press  release,  stated  that  O.  P.  A.  would  soon 
place  these  ceiling  prices  on  wine,  and  they  did,  in  fact,  a few  days  later 

issue  a regulation  fixing  the  ceiling  prices. 

They  also  put  a ceiling  price  on  the  grapes  which  the  grower  would 
sell,  as  Mr.  Wootton  says,  to  everybody  except  wmeries. 

But  this  press  release  was  a warning  to  the  wineries. 

May  I interrupt  for  a minute  to  ask  Mr.  Wootton  what  is  meant  by 

the  term  “vintner”? 

Mr.  Wootton.  It  is  a term  used  to  describe  a person  that  operates  a 
winery. 

Senator  Murdock.  What  was  the  answer? 

Mr.  Mattice.  The  answer  was,  “vintner  means  a person  who  oper- 
ates a winery.”  • i xi 

Now,  this  press  release  of  O.  P.  A.,  put  out  as  it  was  through  the 

office  of  O.  P.  A.  at  San  Francisco,  was  put  out  for  the  purpose  of 
warning  the  vintner  not  to  pay  more  than  $30.30  a ton,  because  O.  P.  A. 
would,  within  a few  days,  put  ceiling  prices  on  wine,  and  O.  P.  A.  did 

do  that.  , . TTT  1 1 1 A T_  1 • 

Senator  Murdock.  Let  me  ask  you  this:  Would  not  that  be  playing 

right  into  the  hands  of  the  big  distilleries? 

Mr.  Mattice.  Absolutely,  as  shown  by  what  happened. 

Senator  Murdock.  Yes.  , , 

Mr.  Mattice.  Now,  Mr.  Wootton,  I would  like  to  ask  if,  after  that 
press  release  was  put  out  warning  the  vintnere  against  paying  the 
prices  that  were  then  being  paid  (I  understand  they  were  already  pay- 
ing around  $75  a ton),  but  O.  P.  A.  was  waining  them  against  that 
because  O.  P.  A.  was  going  to  put  ceiling  prices  on  wine,  I will  ask  you 
whether  it  is  not  the  fact  that  these  vintners  went  right  on  paying  $75 

a ton? 

Mr.  W''ooTTON.  Yes,  sir.  , ^ . 

Mr.  Mattice.  That  answers  that.  Then,  after  O.  P.  A.  did  put 
the  ceiling  prices  on  wine,  the  vintners  paid  no  attention  to  it,  but  went 
right  on  paying  $75  or  even  more  per  ton;  did  they  not?  it 

*i^lr.  W'ooTTON.  In  some  cases;  yes,  sir. 

Mr.  Mattice.  I do  not  know  about  this,  but  I am  seekmg  informa- 
tion. Let  pie  ask  you  if  it  is  not  a fact  that  after  O.  P.  A.  put  the 
ceiling  prices  on  wine,  taking  everything  into  account,  the  varieties, 
and  so  forth,  if  the  prices  thus  fixed  would  not  have  justified  the  vintner 
paying  as  high  as  even  $140  or  $150  a ton. 

Mr.  Wootton.  No,  sir. 

Mr.  Mattice.  You  do  not  tbink  it  would? 

Mr.  Wootton.  No,  sir.  _ 

^ir.  Mattice.  WYll,  the  prices  at  which  the  wines  have  been  selling 
since  then  are,  in  some  instances,  four  times  as  high  as  normally,  are 

thev  not,  and  even  more?  . 

Mr.  Wootton.  Not  the  same  brand.  I will  tell  you,  sir,  there  was 

a period  between  the  time— it  is  a long  story  of  what  happened 

between  these  different  orders.  . xi  • i 

Mr.  Mattice.  You  have  answered  my  question.  l ou  do  not  tliinK 

that  the  vintners,  on  the  present  basis  of  O.  P.  A.  ceiling  prices  on 
wines,  could  have  paid  $140  a ton  for  grapes  and  make  money  on 
them.  That  is  your  opinion? 

Mr.  Wootton.  Yes,  sir. 
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Mr.  Mattice.  That  is  what  I am  asking.  I am  just  seeking 
information. 

Senator  Wherry.  Air.  Alattice,  after  this  release  went  out  and 
they  warned  the  vintners  not  to  pay  $75,  what' was  the  market  price 
then?  What  continued  to  be  the  price  on  the  market? 

Mr.  AIattice.  They  went  right  on  paying  $75.  That  is  as  I 

understand  it.  . 

Senator  Wherry.  What  was  the  price  for  gi*apes  durmg  that 

period  following  this  release? 

Mr.  Mattice.  It  was  $75  and  continued  to  be  around  $75.  It  did 

not  affect  it.  _ , , , ■ i i. 

Senator  Murdock.  But  there  was  a ceiling.  I do  not  know  whether 

Senator  Wherry  got  this  point  or  not.  Exclusive  of  the  wine  industry 
there  was  a ceiling  price,  was  there  not,  of  $30? 

Air.  Mattice.  $30.30. 

Senator  AIurdock.  On  grapes  that  you  sold  to  anybody,  but  the 
winery,  the  ceiling  was  still  $30. 

Senator  Wherry.  After  the  release  they  still  went  right  to  the 
winery  and  the  winery  bought  them  at  $75  a ton? 

Mr.  AIattice.  That  is  right. 

Senator  Murdock.  Would  this  conclusion  be  right?  Instead  of 
conserving  your  grapes  for  the  food  piogiam  that  had  been  maugurated 
what  happened  was  it  drove  the  grapes  out  of  the  food  program. 

Mr.  Mattice.  It  gave  every  incentive  in  the  world  to  the  growers 
to  sell  their  grapes  to  the  wineries. 

Senator  AIurdock.  It  forced  them  to  do  that. 

Senator  Ferguson.  There  are  a great  number  of  people  that  make 
their  own  wine,  that  could  not  buy  grapes  because  they  had  to  pay  $30. 
Air.  Mattice.  They  were  bound  by  that  ceiling. 

Senator  Ferguson.  There  were  no  grapes  that  they  could  get, 
because  the  wmeries  could  pay  the  higher  prices.  So  it  put  the 
home  wine  maker  out  of  business. 

Senator  Murdock.  I thuik  the  witness  wants  to  comment  on  that. 
Air.  Wootton.  I want  to  say,  sir,  in  connection  with  the  conclusion 
that  you  mentioned  just  a second  ago,  as  I understand  it,  the  Bar 
Food  Administration’s  raisin  program  was  far  exceeded  this  year, 
over  what  they  expected,  and  much  over  last  year.  That  is,  they 

got  more  raisins  than  they  expected. 

Senator  AIurdock.  By  that  you  mean  there  was  a greater  toimage 

of  grapes? 

Mr.  Wootton.  There  was  a greater  tonnage  of  grapes  than  the 
Government  even  anticipated. 

Senator  AIurdock.  A greater  tonnage  of  grapes  went  for  food 
purposes  than  had  been  anticipated  by  the  program  of  the  B ar  Food 

Administration? 

Air.  B'ootton.  That  is  right. 

Senator  Ferguson.  BTiat  did  they  get  a ton  for  grapes  made  into 
raisins?  What  was  the  ceiling  on  that? 

Air.  B^ootton.  I think  the  farmer  got  a return  of  somewhere  around 
$37  and  $42  a ton,  for  fresh  grapes. 

Senator  Ferguson.  Was  that  prior  to  the  large  price  on  the  grapes 

to  the  winery? 
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Mr.  WooTTON.  The  requirement  of  the  orders  under  which  those 
prices  were  set  came  out  just  at  the  beginning  of  the  picking  season. 
Senator  Ferguson.  Yes. 

Mr.  WooTTON.  I do  not  think  there  was  much  buying  of  wine 
grapes  for  some  time. 

Senator  Ferguson.  The  wine  grapes  come  at  the  latter  part  of  the 

season ; is  that  not  true? 

Mr.  WooTTON.  A little  after  the  raisins. 

Senator  Ferguson.  Your  raisin  grape  comes  at  the  beginning  of 

the  season?  , . . , ^ i 

Mr.  WooTTON.  It  depends  on  the  district,  sir.  it  starts  out  early 

in  the  South  and  w-orks  up  toward  the  North.  , 

Senator  Wherry.  Do  I understand  you  to  say  now  that  the  War 
Food  Administration  said  there  were  plenty  of  grapes  for  raisins, 

that  they  had  all  they  want?  . . . 

Mr.  WooTTON.  I said  the  Government  actually  got  m dried  raisins 

much  more  than  they  apparently  anticipated. 

Senator  Wherry.  Well,  from  what  facts  do  you  make  that  state- 

Mr  WooTTON.  The  imofficial  figure,  as  I understand  it,  for  the 
tonnage  dried  this  year  is  368,000  tons.  Now,  last  year  the  Govern- 
ment only  got  dried  around  250,000  tons. 

Senator  Wherry.  That  does  not  indicate  that  there  were  plenty 
of  grapes  for  raisins,  because  I know  it  to  be  a fact  that  about  the 
scarcest  commodity  for  the  people  to  buy  in  the  grocery  store  today 

is  raisins.  . . i • j t j 

Mr  WooTTON.  That  is  release  after  the  raisms  are  dried,  i do 

not  know  anything  about  that.  , , t,  a 

Senator  Wherry.  If  we  had  plenty  of  raisins,  the  O.  F.  A.  would 

release  them  as  quickly  as  they  could;  would  they  not?  Would 
not  the  O.  P.  A.  do  that?  They  would  not  want  to  hoard  them. 

Mr.  WooTTON.  I do  not  know  whether  the  1943  pack  is  ready  for 

the  market  yet.  , „ -tir  1 1 

Senator  Wherry.  How  did  it  affect  the  growers?  Would  not  the 

OTOwGrs  hold  thoir  grapes  to  sell  to  wineries  at  $75  a ton  rather  than 
to  sell  them  for  raisms  at  $30  a ton,  and  did  not  there  arise  a black 

market  out  of  that?  .u  . 

Mr.  WooTTON.  The  Thompsons  and  muscats,  those  are  the  two 

“Tape  varieties  in  the  principal  counties  where  they  are  grown,  had 
to  be  dried,  thev  had  to  go  down  on  trays.  If  they  spoiled,  you 
could  get  a local  Government  man  to  come  there  and  release  them, 
or  turn  them  over  to  the  Government  in  connection  with  this  insurance 

program.  ^ j • At.- 

Senator  Wherry.  Would  you  verify  the  statement  made  m this 

brief  that  the  Government  did  go  out  and  buy  grapes  at  $30.30,  and 
the  Commodity  Credit  did  go  out  and  sell  to  the  wineries  grape  for 

$75  a ton?  . -nm  a ai.  a-a 

Mr.  WooTTON.  Yes ; a certain  quantity  of  them  What  the  quantity 

was,  I do  not  know.  , • r 

Senator  Wherry.  And  that  they  only  paid  $30  ceiling  price  lor 

grapes  from  the  growers? 

Mr.  WooTTON.  Thev  were  paying  approximately  $42. 

Senator  Wherry.  They  were  paying  approximately  $42? 

Mr.  WooTTON.  Yes. 

Senator  Wherry.  Would  you  verify  that? 
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Mr.  Mattice.  It  is  approximately  correct. 

The  Chairman.  What  did  Matthew  McNamara  have  to  do  with 
this  thing? 

Mr.  WooTTON.  I do  not  know,  sir. 

The  Chairman.  What  department  was  he  with? 

Mr.  WooTTON.  With  the  War  Production  Board. 

The  Chairman.  Well,  did  the  War  Production  Board  take  any 
interest  in  the  picture  that  we  have  been  talking  about  here? 

Mr.  WooTTON.  No,  sir.  WTiat-  you  are  talking  about  is  the  war 

food  program.  . 

The  Chairman,  i^nd  McNamara  did  not  extend  his  activities  that 

far? 

Mr.  WooTTON.  So  far  as  I know;  no. 

The  Chairman.  We  will  go  into  that  later  with  you  this  afternoon. 
All  right,  I think  we  better  recess. 

Senator  Wherry.  Mr.  Chairman,  may  I ask  one  question? 

The  Chairman.  Yes. 

Senator  Wherry.  I just  got  here  when  you  were  talking  about 
Schenley,  or  this  representative  of  Schenley  that  was  a director  in 
your  organization. 

Mr.  WooTTON.  Yes. 

Senator  Wherry.  And  also  a director  in  the  Fruit  Growers  Asso- 
ciation of  California. 

Mr.  WooTTON.  Yes.  , , i a 

Senator  Wherry.  What  mode  of  procedure  do  you  have  to  elect  a 
member  and  director  on  your  board  of  this  wine  institute  that  you 

represent  here?  . x u i- 

Mr.  WooTTON.  They  are  elected  at  the  annual  meeting,  i believe. 

Senator  Wherry.  By  the  stockholders? 

Mr.  WooTTON.  By  the  membership;  yes. 

Senator  Wherry.  That  is  out  there  in  California? 

Mr.  WooTTON.  That  is  correct. 

Senator  Wherry.  You  mean  this  man  who  represents  the  Schenley 
people  and  your  wineries  was  elected  by  popular  vote  in  California? 
Mr.  WooTTON.  Yes,  sir;  as  far  as  I know. 

Senator  Wherry.  By  a popular  vote? 

Mr.  WooTTON.  Yes. 

Senator  Wherry.  With  15,000  growers? 

Mr.  WooTTON.  The  growers  do  not  belong  to  it.  These  are  the 
wineries. 

Senator  Wherry.  These  are  the  wmeries? 

Mr.  WooTTON.  Yes. 

Senator  Wherry.  How  many  wineries  are  there? 

Mr.  WooTTON.  There  are  about  395  premises,  different  premises. 
Senator  Wherry.  Do  they  all  have  an  equal  voting  power? 

Mr.  WooTTON.  It  is  voted  by  firms.  Our  membership  by  firms  is 
about  170,  and  220  premises.  One  firm  will  have  maybe  two  wineries. 

Senator  Wherry.  Do  these  big  whisky  companies  reach  out  and 
control  that,  so  they  can  lick  anyone  that  is  not  a director  of  the 
association? 

Mr.  WooTTON.  No,  sir. 

Senagor  Wherry.  You  are  sure  of  that? 

Mr.  WooTTON.  Yes,  sir.  , , • i 

The  Chairman.  Were  you  present  at  any  of  the  meetings  where 

they  elected  the  directors? 

Mr.  Wootton.  I was  at  the  last  meeting. 
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The  Chairman.  A lot  of  proxies  were  voted,  were  they  not? 

Mr.  WooTTON.  I did  not  follow  the  detail  of  the  voting. 

The  Chairman,  Do  you  know  whether  there  were  any  proxies 
voted  or  not? 

Mr,  WooTTON.  No,  sir;  I could  not  tell  you  that. 

Senator  Ferguson,  W^at  was  your  business  before  you  were  con- 
nected with  this? 

Mr.  WooTTON,  I was  with  the  Government. 

Senator  Ferguson.  Are  you  a lawyer? 

Mr,  Wootton,  By  profession,  yes,  I am  not  practicing  law. 

Senator  Ferguson,  You  have  not  practiced? 

Mr,  Wootton.  No,  sir. 

Senator  Murdock.  Would  it  be  a fair  conclusion,  Mr.  Wootton,  to 
say  now,  since  the  four  big  distilleries  got  into  the  wine  business,  that 
the  wine  business  in  California  now  is  veiy  much  under  the  influence 
of  intoxicating  liquor?  [Laughter.l 

Senator  Ferguson,  Did  you  answer  his  question? 

^Ir,  Wootton,  I think  so,  sir. 

The  Chairman.  What  was  your  answer? 

Mr.  Wootton.  I laughed  with  the  rest  of  the  gentlemen. 

Senator  Ferguson,  Was  your  answer  “Yes'"? 

Mr.  Wootton.  No,  sir;  I did  not  give  a yes  or  no  answer. 

Senator  Wherry.  Just  one  more  thing.  Does  each  company  or 
subsidiary  of  a company  have  just  one  vote,  or  how  about  that? 

Mr.  Wootton.  I cannot  tell  you.  I will  find  that  out  for  you,  sir. 

Senator  Wherry.  I want  to  find  out.  I want  to  see  how  they  elect 
the  directoi-s,  whether  they  elect  them  on  the  basis  of  one  big  company, 
even  though  they  have  160  plants,  or  whether  there  is  a popular  elec- 
tion out  there. 

Senator  Ferguson.  Were  they  elected  before  they  acquired  their 
interest,  or  after? 

Mr.  Wootton.  These  elections  took  place  in  March  1943  at  the 
regular  annual  meeting  at  that  time. 

Senator  Ferguson.  Wlien  were  the  interests  acquired?  i 

Mr.  Wootton.  Most  of  them  were  acquired  in  1942,  the  principal 
ones. 

Senator  Fejiguson.  So  then  they  were  already  owners  of  the  other 

firms.  ^ , 

Mr.  Wootton.  Yes;  that  is  right.  I might  say,  sir,  I do  not  think 
there  has  been  much  real  change  in  the  board  of  directors  over  the  last 
several  years. 

Senator  Ferguson.  It  is  a kind  of  closed  corporation? 

Mr.  Wootton.  No,  sir. 

Senator  Ferguson,  Does  the  corporation  pay  an  income  tax? 

Mr,  Wootton.  You  mean  the  Wine  Institute? 

Senator  Ferguson.  The  Wine  Institute. 

Mr,  Wootton,  No,  sir. 

Senator  Ferguson,  It  is  a nonprofit  set-up? 

Mr,  Wootton.  It  is  a nonprofit  set-up. 

The  Chairman,  The  committee  will  rise  until  2 oYlock.  You 
return,  Mr.  Wootton. 

(Whereupon,  at  12:45  p.  m.,  the  committee  recessed  to  2 p.  m.  of  the 
same  day,) 
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The  Chairman.  All  right,  Mr.  Mattice,  we  will  proceed. 

Mr.  Mattice.  Mr.  Wootton,  do  you  have  with  you  now  a list  of  the 
members  which  the  chairman  inquired  about  before  the  recess? 

Mr.  Wootton.  I have  a list  of  the  active  members  of  the  Wine 
Institute  as  of  October  1,  1943,  together  with  a supplementary  memo 
showing  additional  elections  of  a few  more  members  as  of  December  1, 
1943.  I understand  that  since  that  time  a few  more  members  have 
been  taken  in,  making  roughly  around  170  firms  constituting  the 
membersliip. 

(The  list  referred  to  is  as  follows:) 


Active  jnemherSf  as  of  Oct.  1,  194Sy  of  Wine  Institute^  San  Francisco^  Cahj, 


Acampo  Winery  & Distilleries:  Office, 
winery,  and  fruit  distillery. 

Guiseppe  Alberti: 

Office 

WMnery__ 

Almaden  Vineyard  Wines,  Ltd.:  Office 
and  winery. 

Alta  Vineyards  Co.;  Office,  winery,  and 
fruit  distillery. 

American  Industries  Corporation: 

Office  and  winery___ 

Winery 

Arvin  Wine  Co.:  Office,  winery,  and  fruit 
distillery. 

A.  Athenour  & Bros.:  Office  and  winery__ 

Emil  Bandiera;  Office  and  winery 

Barengo  Bros.: 

Office  and  storeroom 

Winery 

Bear  Creek  Vineyard  Association:  Office, 
winery,  and  fruit  distillery. 

Beaulieu  Vineyard: 

Office 

Winery 

Eastern  office  and  storeroom 

Beringer  Bros.,  Inc.: 

Office,  winery,  and  fruit  distillery 

Winery 

Branch  office 

Cadenasso  Winery,  Frank  G.  Cadenasso, 
proprietor;  Office  and  winery. 

California  Champagne  Co.: 

Office  and  winery 

Winery 

California  Grape  Products  Co. : 

Office 

Wineries  and  fruit  distilleries 

Eastern  office  and  storeroom 

California  Growers  Wineries:  Office,  win- 
ery, and  fruit  distillery. 

California  Products  Co.:  Office  and  fruit 
distillery. 

Calistoga "Wine  Co.:  Office  and  winery 

John  Cambiaso:  Office  and  winery 

Cameo  Vineyards  Co.:  Office,  winer}’^,  and 
fruit  distillery. 


Acampo,  Calif. 


530  West  3d  St.,  Hanford,  Calif. 
601  W^est  4th  St.,  Hanford,  Calif. 
Route  3,  Box  257,  Los  Gatos,  Calif. 

Route  2,  Box  255,  Dinuba,  Calif. 


814  Montgomery  St,,  San  Francisco, 
Calif. 

Route  A,  Box  205,  Geyserville,  Calif. 
Post  Office  Box  303,  Arvin,  Calif. 

Route  3,  Box  230.  Los  Gatos,  Calif. 
Route  1,  Box  6,  Cloverdale,  Calif. 

310  East  2d  St.,  Reno,  Nev. 

Post  Office  Box  658,  Galt,  Calif. 

Post  Office  Box  850,  Lodi,  Calif. 


300  Montgomery  St.,  San  Francisco, 
Calif. 

Rutherford,  Calif. 

42  West  Broadway,  New  York,  N.  Y. 
St.  Helena,  Calif. 

5132  St.  Helena  Highway,  Napa, 
Calif. 

85  2d  St.,  San  Francisco,  Calif. 

Post  Office  Box  28,  Fairfield,  Calif. 


2798  Hyde  St.,  San  Francisco,  Calif. 
St.  Helena,  Calif. 

55  New  Montgomery  St.,  San  Fran- 
cisco, Calif. 

Post  Office  Box  58,  Ukiah,  Calif. 
Delano  (Trocha),  Calif. 

426  W'est  25th  St.,  New  York,  N.  Y. 
Post  Office  Box  38,  Cutler,  Calif. 

Post  Office  Box  311,  Fresno,  Calif. 

Calistoga,  Calif, 

Route  2,  Box  229,  Healdsburg,  Calif. 
Post  Office  Box  1327,  Fresno,  Calif. 
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Peter  Campini:  Office  and  winery Pratt  Ave.*,  St.  Helena,  Calif. 

Carbone  Napa  Valley  Winery,  L,  A.  Car- 
bone, proprietor: 

Office 1129  Pearl  St.,  Napa,  Calif. 

Winery Napa,  Calif. 

Les  Fils  de  Maurice  Cassin,  Inc.:  Office  4293  Bennett  Valley  Rd.,  Santa  Rosa, 
and  winery.  Calif.  ^ ^ 

Castlewood  'Wine  Co.,  W.  B.  Williams,  Walton  Ave.,  Centerville,  Calif, 
proprietor;  Office  and  winery. 

Cherokee  Vineyard  Association:  Office,  Doherty  Station,  Acampo,  Calif, 
winery,  and  fruit  distillery. 

Louis  Cherpin  Winery:  Office  and  winery.  Route  1,  Box  563,  Fontana,  Calif. 
Colton  Wineries: 

Office,  winery  and  fruit  distillery 331-335  North  Mission  Rd.,  Los 

Angeles,  Calif. 

Winery  and  fruit  distillery 644  West  J St.,  Colton,  Calif. 

Community  Graj^  Corporation:  Office,  Post  Office  Box  476,  Lodi,  Calif. 

winery,  and  fruit  distillery. 

Concannon  Vineyards: 

Office  and  winery Post  Office  Box  718,  Livermore,  Calif.. 

San  Francisco  office 85  2d  St.,  San  Francisco,  Calif. 

Coppo  Vinery,  Jacob  A.  Greenberg,  pro-  Post  Office  Box  127,  Mira  Loma, 
prietor;  Office,  winery,  and  fruit  dis-  Calif, 
tillery. 

Cresta  Blanca  Wine  Co.,  Inc.t 

Office  and  winery Livermore,  Calif. 

Winery  and  fruit  distillery Elk  Grove,  Calif. 

Wineries St.  Helena,  Calif. 

Box  22,  Geyserville,  Calif. 

Storeroom Bo.x  632,  Livermore,  Calif. 

Cucamonga  Growers  Co-Operative  Win-  Post  Office  Box  5,  Ontario,  Calif, 
ery : Office,  winery,  and  fruit  distillery. 

Cucamonga  Pioneer  Vineyard  Associa-  516  South  Haven  Ave.,  Cucamonga, 
tion:  Office,  winery,  and  fruit  distillery.  Calif. 

Cucamonga  Winery;  Office  and  winery Rochester  Ave.,  Cucamonga,  Calif. 

Dagostino  Winery: 

Office 918  20th  St.,  Sacramento,  Calif. 

Winery Route  2,  Box  2900,  Sacramento,  CaliL 

Deerpark  Winery,  John  J.  Ballentine,  County  Rd.,  Sanitarium,  Calif, 

proprietor:  Office  and  winery. 

Delano  Growers  Cooperative  Winery:  Cecil  Ave.,  Delano,  Calif. 

Office,  winery,  and  fruit  distillery. 

Del  Rio  Winery: 

Office Post  Office  Drawer  30,  Lodi,  Calif. 

Winery  arwl  fruit  distillery Woodbridge,  Calif. 

Di  Carlo  Wine  & Vineyard  Co.:  Office,  Foothill  Blvd.,  Etiwanda,  Calif. 

winery,  and  fruit  distillery. 

Di  Giorgio  Fruit  Corporation: 

Office  - - 433  California  St.,  San  Francisco,. 

Calif. 

Winery  and  fruit  distillery Sierra  Vista  Ranch,  Delano,  Calif. 

East-Side  Winery;  Office,  winery  and  East-Side  Station,  Lodi,  Calif, 
fruit  distillery. 

The  Elk  Grove  Winery,  Inc.:  Office,  Elk  Grove,  Calif. 

winery,  and  fruit  distillery.  ^ 

Ellena  Bros.:  Office,  winery,  and  fruit  Post  Office  Box  134,  Etiwanda,  Calif. 

distillery.  ^ 

Farmington  Winery:  Office  and  winery Elm  St.,  Farmington,  Calif. 

J.  Filip  pi  Vintage  Co.:  Office  and  winery.  _ Box  67,  Mira  Loma,  Calif. 

Florin  Winery  Association:  Office,  winery,  Post  Office  Box  168,  Florin,  Calif. 

and  fruit  distillery.  i , i_ 

L,  Foppiano  Wine  Co.:  Office  and  winery_  Route  2,  Box  222-A,  Healdsburg, 

Calif. 

Fountaingrove  Vineyard,  Errol  Post  Office  Box  398,  Santa  Rosa, 
MacBoyle,  proprietor:  Office  and  win-  Calif, 
ery. 
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Freemark  Abbey: 

Office 115  Santa  Monica  Blvd.,  Santa 

Monica,  Calif. 

Winery Box  14,  St.  Helena,  Calif. 

Fresno  Winery,  Inc.: 

Office 911  Helm  Bldg.,  Fresno,  Calif. 

Winery  and  fruit  distillery Shaw  and  Winery  Aves.,  Clovis,  Calif. 

Fruit  Industries,  Ltd.; 

Main  office  and  winery 900  Minnesota  St.,  San  Francisco, 

Calif. 

Wineries Guasti,  Calif. 

1440  South  Canal  St.,  Chicago,  III. 

Los  Angeles  office Commercial  Exchange  Bldg.,  416 

West  8th  St.,  Los  Angeles,  Calif. 

Eastern  office  and  winery 18-30  Hamilton  Ave.,  Brooklyn,  N.Y. 

Chicago  office 35  East  Wacker  Drive,  Chicago,  111. 

Garatti  Winery:  Office,  winery,  and  fruit  124  St.  Johns  St.,  Pleasanton,  Calif, 
distillery. 

Garden  Vineyards  Winery  & Distillery  Route  1,  Box  83,  Fowler,  Calif. 

Co.:  Office,  winery,  and  fruit  distillery. 

John  Garetto:  Office  and  winery 1075  Buckli  Station  Rd.,  Napa,  Calif. 

Gussie  Garabaldi: 

Office 7331  St.  Helena  Highway,  Napa, 

Calif. 

Winery Box  8404  St.  Helena  Highway,  Napa, 

Calif. 

Garrett  & Co.,  Inc,; 

Office,  winery,  and  fruit  distillery Post  Office  Box  F,  Cucamonga,  Calif. 

Winery  and  fruit  distillery 806  Donahue  St.,  Santa  Rosa,  Calif. 

Garvey  Winery,  Inc.:  Office  and  winery...  2574  South  Sullivan  Ave.,  Rosemead 

Calif. 

Golden  State  Winery,  John  Borello,  Route  9,  Box  724,  Fresno,  Calif, 
proprietor;  Office  and  winery. 

Gonsalves  Winery,  Jose  Gonsalves,  pro-  607  F St.,  Martinez,  Calif, 
prietor:  Office  and  winery. 

Grand-Life  Champagne  Winery,  Rudolf  572-576  Folsom  St.,  San  Francisco, 
E.  Weibel,  proprietor:  Office  and  winery.  Calif. 

Emilio  Guglielmo: 

Office  and  winery Route  2,  Box  42,  Morgan  Hill,  Calif. 

Branch  office 33  Sadowa  St.,  San  Francisco,  Calif. 

Carl  Haehl:  Office  and  winery Post  Office  Box  44,  Cloverdale,  Calif. 

Sam  Haus:  Office  and  winery Pope  Valley,  Calif. 

Henrietta  Rancho  Products  Co.:  Office,  Post  Office  Box  2023,  Fresno,  Calif, 
winery,  and  fruit  distillery. 

William  Hoelscher  & Co.:  Office  and  1620-1650  Jackson  St.,  San  Fran- 
storeroom.  cisco,  Calif. 

Inglenook  Vineyard  Co.:  Office  and  win-  Rutherford,  Calif, 
ery. 

Italian  Swiss  Colony: 

Office  and  storeroom 781  Beach  St.,  San  Francisco,  Calif. 

Wineries  and  fruit  distilleries Asti,  Calif. 

Box  428,  Clovis,  Calif. 

Chicago  office  and  storeroom 400  West  Kinzie  St.,  Chicago,  111. 

Italian  Vineyard  Co.: 

Office,  winery,  and  fruit  distillery Guasti,  Calif. 

Branch  office 815  Transamerica  Bldg.,  Los  Angeles, 

Calif. 

Stephen  Jackse  & Son:  Office  and  winery.  Box  161,  St.  Helena,  Calif. 

F.  Korbel  & Bros.,  Inc.: 

Office 2423  Broadway,  San  Francisco,  Calif. 

Winery  and  fruit  distillery Guerneville,  Calif. 

LaQuesta  Vineyard:  Office  and  winery Route  1,  Box  1116,  Redwood  City, 

Calif. 

Larkmead  Vineyards:  Office  and  winery*..  Post  Office  Box  346,  St.  Helena,  Calif. 
Leemar  Winery,  Inc.:  Office  and  winery..  Route  8,  Box  64,  Fresno,  Calif. 
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Lemorel  Winery,  Lee  G.  Morelli,  propri- 
etor: Office  and  winery. 

Little  Harry  Bonded  Winery,  Enrico  Mi- 
roglio,  proprietor:  Office  and  winery. 
Loomis  Winery,  Joseph  E,  DeMutiis,  pro- 
prietor: Office  and  winery. 

Los  Amigos  Vineyards,  R.  S.  Mayock, 
proprietor:  Office  and  winery. 

The  Lucerne  Winery:  Office,  winery,  and 
fruit  distillery. 

Madonna  Winery,  Louis  Bartolucci,  pro- 
prietor: Office  and  w'inery. 

L.  M.  Martini  Grape  Products: 

Office  and  winery 

Winery 

Masi  Bros.:  Office  and  winery 

Paul  Masson,  Inc.:  Office  and  winery 

A.  Mattei: 

Office,  winery,  and  fruit  distillery 

San  Francisco  office 

Caesar  Mazzini:  Office  and  winery 

Robert  G.  McClure:  Office,  winery,  and 
fruit  distillery. 

P,  L.  Mirassou  & Sons  Co.: 

Office  and  winery 

Storeroom 

Mont  La  Salle  Vineyards:  Office,  winery, 
and  fruit  distillery. 

Montebello  Wine  Co.  of  California: 

Office  and  storeroom 

Wineries 


Storeroom 

Antonio  Moramarco:  Office  and  winery^, 
Mount  Tivy  Winery:  Office,  winery,  and 
fruit  distillery. 

Muscat  Cooperative  Winery  Association: 
Office,  winery,  and  fruit  distillery. 
Muther  Wine  Co.,  Fred  Muther,  proprie- 
tor: Office  and  storeroom. 

Napa  & Sonoma  Wine  Co.:  Office  and 
storeroom. 

Napa  Valley  Co-Operative  Winery: 

Office,  winery,  and  fruit  distillery 

Winery 

Neuchatel  Vineyard:  Office  and  w inery — 

Antonio  Nonini:  Office  and  winery 

Northern  Senoma  Wines,  Inc.:  Office  and 
storeroom. 

Novitiate  of  Los  Gatos: 

Office,  winery,  and  fruit  distillery 

Storeroom 

Olbert  & Son:  Office  and  winery 

Old  Mill  Winery,  Alfred  Domingos,  pro- 
prietor: Office  and  winery. 

Old  St.  Helena  Winery: 

Office  and  winery 

Storeroom 

Original  Old  King  Cole  Wine  Co.;  Office 
and  winery. 


Box  42,  Occidental,  Calif. 

Route  2,  Box  25,  St.  Helena,  Calif. 
Route  1,  Box  226,  Loomis,  Calif. 
Mission,  San  Jose,  Calif. 

Route  1,  Box  79,  Hanford,  Calif. 
Oakville,  Calif. 


Post  Office  Box  112,  St.  Helena,  Calif. 
Rutherford,  Calif. 

Cucamonga,  Calif. 

Saratoga,  Calif. 

Post  Office  Box  1111,  Fresno,  Calif. 
109  Clay  St.,  San  Francisco,  Crlif. 
Star  Route,  Cloverdale,  Calif. 

Post  Office  Box  1025,  Lindsay,  Calif. 


Route  4,  Box  223,  San  Jose,  Calif. 
Evergreen,  Calif. 

Post  Office  Box  667,  Napa,  Calif. 


2505  Bryant  St.,  San  Francisco,  Calif. 
Spring  St.  and  Hudson  Ave.,  St. 

Helena,  Calif. 

Cupertino,  Calif. 

St.  Helena,  Calif. 

740  Yale  St.,  Los  Angeles,  Calif. 

Post  Office  Box  589,  Reedley,  Cahf. 

Route  2,  Box  61,  Kingsburg,  Cahf. 

131  Franklin  St.,  San  Francisco,  Calif. 

530  Folsom  St.,  San  Francisco,  Calif. 


St.  Helena,  Calif. 

Washington  and  Grant  Sts.,  Calistoga, 
Calif. 

Route  3,  Box  226,  Los  Gatos,  Calif. 
Route  9,  Box  457,  Fresno,  Calif. 
Geyserville,  Calif. 


College  Ave.,  Los  Gatos,  Calif. 
Stevens  Creek  Rd.,  Cupertino,  Calif. 
Route  1,  Highland,  Calif. 

St.  Helena,  Calif. 


Main  St.  and  Charter  Oak  Ave.,  St. 
Helena,  Calif. 

397  Templeton  Ave.,  Daly  City,  Calif. 
470  Pacific  Ave.,  San  Francisco,  Calif. 
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Pacific  Coast  Brands,  Ltd.: 

Office  and  wdnery 2700  18th  St.,  San  Francisco,  Calif. 

Winery— 1302  South  Aurora  St.,  Stockton, 

Calif. 

Pacific  Wines,  Inc.:  Office,  winery,  and  218  North  Ave.  19,  Los  Angeles, 
fruit  distillery.  Calif. 

Padre  Vineyard  Co.: 

Office 845  North  Alameda  St.,  Los  Angeles, 

CaliL 

Winery  and  fruit  distillery 429  East  8th  St.,  Cucamonga,  Calif. 

A.  Pagani:  Office,  winery,  and  fruit  dis-  Glen  Ellen,  Calif, 
tillery. 

Pagani  Bros.,  Regina  Pagani,  proprietor:  Box  44,  Kenwood,  Calif. 

Office  and  winery. 

A.  Perelli-Minetti  & Sons:  Office,  winery,  Box  B,  Delano,  Calif. 

and  fruit  distillery. 

Petri  Wine  Co.: 

Office  and  storeroom 901  Battery  St.,  San  Francisco,  Calif. 

Winery  and  fruit  distillery Post  Office  Box  112,  Escalon,  Calif. 

Winery.  Forestville,  Calif. 

New  York  office 445  Exterior  St.,  New  York,  N .Y. 

Chicago  office 3940  South  Calumet  Ave.,  Chicago, 

111. 

L.  Pocai  & Sons:  Office  and  winery Rural  Free  Delivery  1,  Box  231,  Calis- 

toga, Calif. 

Puccinelli  Vineyards:  Office  and  winery Route  1,  Box  224,  Los  Gatos,  Calif. 

Ettore  Quaglia:  Office  and  winery Post  Office  Box  434,  Pleasanton,  Calif. 

Rancho  del  Oso  Winery,  John  V.  Bare,  Rural  Free  Delivery  2,  Box  108,  Lodi, 

proprietor;  Office,  winery  and  fruit  dis-  Calif, 
tillery. 

Randisi  Wine  Co. ; Office,  winery,  and  Post  Office  Box  287,  Burbank,  Calif, 
fruit  distillery. 

Paul  Rhodes  Winery:  Office  and  winery 2968  Castro  Valley  Blvd.,  Hayward, 

Calif. 

Riehr  Vineyards,  Anne  F.  R.  Howe,  pro-  Post  Office  Box  18,  Irvington,  Calif. 

prietor:  Office  and  winery. 

Roma  Wine  Co.: 

Main  office,  winery  and  fruit  distil-  Post  Office  Box  1592,  Fresno,  Calif, 
lery. 

Wineries  and  fruit  distilleries Lodi,  Calif. 

Box  303,  Kingsburg,  Calif. 

Winery Hudson  and  Front  Sts.,  Healdsburg, 

Calif. 

San  Francisco  office 582  Market  St.,  San  Francisco,  Calif. 

Los  Angeles  office 3337J4  Wilshire  Blvd.,  Los  Angeles, 

Calif. 

Eastern  office  and  winery.  601  W'est  26th  St.,  New  York,  N.  Y. 

Chicago  office 333  North  Michigan  Ave.,  Chicago, 

111. 

Ruby  Hill  Vineyard  Co.,  Ernest  Ferrario,  Pleasanton,  Calif. 

proprietor:  Office  and  winery. 

St.  George  Winery: 

Office,  winery,  and  fruit  distillery Post  Office  Box  326,  Fresno,  Calif. 

Los  Angeles  office  and  store-  1711  North  Spring  St.,  Los  Angeles, 

room__ Calif. 

Sanchez  Winery,  Hipolito  Sanchez,  pro-  550  North  Turner  Ave.,  Cucamonga, 
prietor:  Office,  winery,  and  fruit  distil-  Calif, 

le^. 

San  Gabriel  Vineyard  Co.:  Office,  winery,  636  South  Putney  Ave.,  San  Gabriel, 
and  fruit  distillery.  " Calif. 

Sanger  Winery  Association:  Office,  Smyrna  and  North  Aves.,  Sanger, 
winery,  and  fruit  distillery.  Calif. 

Santa  Anita  Vineyards:  Office,  winery,  Post  Office  Box  95,  Cucamonga,  Calif, 
and  fruit  distillery. 
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Santa  Fe  Vintage  Co.:  Office,  winery,  and.  1700  North  Spring  St.,  Los  Angeles, 
fruit  distillery.  Calif. 

Santa  Rosa  Winery,  C.  B.  Meda,  proprie- 
tor  1 

Office 1900  Union  St.,  San  Francisco,  Calif. 

Winery Kawana  Ave.,  Santa  Rosa,  Calif. 

Sebastiani  'Wineries,  Samuele  Sebastiani, 

proprietor.:  i.. 

Office,  winery  ,and  fruit  distillery Post  Office  Box  549,  Sonoma,  Calif. 

Winery  and  fruit  distillery Post  Office  Box  67,  Woodbridge, 

Calif. 

Shewan-Jones,  Inc.:  . 

Main  office 85  2d  St.,  San  Francisco,  Calif. 

Winery  and  fruit  distillery Post  Office  Box  730,  Lodi,  Calif. 

Eastern  office 1 120  Broadway,  New  York,  N.  Y. 

Simi  Wineries:  _ , ^ 

Office Care  of  Parrett  & Co.,  320  California 

St.,  San  Francisco,  Calif. 

Winery United  States  Highway  No.  101, 

Healdsbiirg,  Calif. 

Storeroom 65  Front  St.,  Healdsburg,  Calif. 

Walter  Sink:  Office  and  winery Cloverdale^  Calif. 

Solano  Wine  Growers:  Office,  winery  and  Cordelia,  Calif, 
fruit  distillery. 

Sonoma  County  Cooperative  Winery;  Windsor,  Calif. 

Office  and  winery.  ^ 

Sunny  Crest  Winery:  Office,  winery,  and  Kent  St.,  Elk  Grove,  Calif, 
fruit  distillery. 

Sunny  St.  Helena  Wine  Co.:  . « tt  i i r 

Office  and  winery - 902—908  Main  St.,  St.  Helena,  Calif. 

Winery St.  Helena,  Calif. 

Storeroom.  1621  Spring  St.,  St.  Helena,  Calif. 

Sunnybrook  Winery,  Joseph  Butala,  Jr.,  Rural  Free  Delivery  2,  Grayson  Ave., 
proprietor:  Office  and  winery.  St.  Helena,  Calif. 

Sunnyside  Winery:  Office,  winery,  and  Post  Officii  Box  545,  Fresno,  Calif, 
fruit  distillery. 

Sunset  Brandy  Co.,  Inc.:  , ^ ^ ^ 

Office  - 220  Ryland  St.,  San  Jose,  Calif. 

Fruit  disTiflery’-I 110  Bav  SU  Alviso  Calif. 

Battista  Tripoli:  Office  and  storeroom — 1616  Main  St.,  St.  Helena,  CaliL 

Chapin  F.  Tubb.s:  Office  and  winery Rural  Free  Delivery  Box  139,  Cahs- 

toga,  Calif. 

Tulare  Winery  Co.:  Office,  winery,  and  Post  Office  Box  148,  Tulare,  Calif, 
fruit  distillery. 

Valliant  & Sons  Vineyards,  Inc.:  . 

Qffiee 650  2d  St.,  San  Francisco,  Calif. 

Wineries  Post  Office  Box  127,  Hollister,  Calif. 

2191  Laguna  Rd.,  Santa  Rosa,  Calif. 

Vercelli  Bros.  Wine  Co. : Office  and  winery.  Route  2,  Box  37,  Healcfeburg,  Calif. 

Nicholas  G.  Verrv:  Office  and  winery 400  1st  St.,  Parlier,  Calif. 

Village  Winery,  Inc.:  Office,  winery,  and  Box  216,  Escalon,  Calif. 

fruit  distillery.  r,.  , , x . i*r 

Wente  Bros.:  Office  and  winery Tesla  Rd,,  Livermore,  Calif. 

West  Coast  Vintners  Co.:  Office  and  win-  855  Sansome  St.,  San  Francisco,  Calif, 
ery. 

Wildwood  Vineyards  & Winery,  Arthur  Route  1,  Box  30,  Glen  Ellen,  Calif. 

Kunde,  proprietor:  Office  and  winery. 

R.  C.  Williams  California  Wineries,  Inc.:  ^ , ..r  xr 

Qffice  610  5th  Ave.,  New  York,  N.  i. 

Winerv-lI-III-I-II Rural  Free  Delivery  Box  96,  Liver- 

more, Calif. 

Woodbridge  Vineyard  Association:  Office,  Route  1,  Box  1490,  Elk  Grove,  Calif. 

winery  and  fruit  distillery.  , xx-  , tt  i,  t>^ 

Wooden  Valley  Winery,  Salvatore  Brea,  Brea  Ranch,  Wooden  Valley  Kd., 

proprietor:  Office  and  winery.  Suisun,  Calif.  i-r 

George  Zaninovich:  Office  and  fruit  dis-  Route  1,  Box  146,  Orange  Cove,  Calif. 

tillery. 
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At  the  board  of  directors  meeting  on  November  29  1943.  the  foUowing  wineries 
were  elected  to  membership,  all  effective  December  1st. 

1C  Arakelian  Inc..  Route  3,  Box  55,  Madera,  Calif. 

E.  & J.  Gallo  Winery,  Post  Office  Box  1173,  Modesto,  Calif. 

Chateau  Montelena,  Inc.,  Calistoga,  Calif. 

Joseph  A.  Varozza,  St.  Helena,  (^lif. 

Franzia  Bros.  Winery,  Route  1,  Box  124,  Ripon,  Calif. 

Vadon  Winery.  Cloverdale,  Calif.  . i-.  vr 

•'  Pellegrini  Bros.  Winerjs  2360  Third  Street,  San  Francisco,  Calif. 

Santa  NeUa  Vineyards,  Guerneville  CaliL 
.Solis  Winery,  Route  1,  Box  110,  Gilroy,  Calif. 

. Officers  elected  at  the  annual  meeting  are  as  follows. 

J Herman  L.  Wente,  Livermore,  president. 

J.  B.  Celia,  Fresno,  first  vice  president. 

John  B.  Ellena,  Etiwanda,  second  vice  president. 

Edmund  A.  Rossi,  Asti,  third  vice  president. 

Louis  Petri,  Forestville,  treasurer. 

H A.  Caddow,  San  Francisco,  secretary-manager. 

A R Morrow,  San  Francisco,  chairman  of  board  of  directors. 

Si; 

Fresno*  Felix  W,  Salmina,  Larkmead  Vineyards,  St.  Helena.  . Pinma 

District  1-  Nicola  Giulii,  Italian  Vineyard  Co.,  Guasti;  Jo^ph  A.  Piuma, 
pisrwm«»,  Ino ! Lei  and  L.  A.  Weller,  Girrrett  A Co.,  Inc.,  Cue 

+ O.  T Pplla  Roma  Wine  Co  , Fresno;  Charles  Dubbs,  Alta  Winery 

SeJS, ?uto^tery  Co„ tSU;  A.*Sel,aki.n! C.lifornia Growen,  H .nerKs, 

^“SVict  3-  Dino  Barengo,  Acampo  Winery  & Distilleries,  Inc.,  Acampo;  Col. 
Walier  E Garrison,  Del  Rio  Winery,  Lodi;  Lee  Jones  Shewan-Jones,  Inc 
Tndi-  L K Marshall  Bear  Creek  Vineyard  Association,  Lodi , Reuben  P. 
^;;sue  w“e’';?  LeJdi;  W.  A,  Spopner,  Commnni.y  Gr.^  Corpora., on,  Lod., 

Fred  Snyde,  W^dbndge  A.  Rose!,  Italian 

SaSfceU,  ^S»’^lSk!'ao\»ei  J.  H.  B^ee,  CaliI.rni.  Grape  Prod- 

?S£kte  Snk 

Mangels,  Cordelia,  were  elected  honorary  directors. 

Wine  Institute, 

San  Francisco  J January  21  y 1944, 

Mr.  Floyd  J.  Mattice, 

Chief  Counsel^  Senate  Judiciary  Comittee, 

•'  Washington,  D.  C. 

Dear  Mr.  Mattice:  The  committee  requested  certain  information  which  I 

have  obtained  from  our  head  office  in  San  Francisco. 

(1)  WAR  PRODUCTION  BOARD  STILL  REMOVAL  PROGRAM 

On  XTarph  10  1942  there  were  94  active  fruit  distilleries  in  California  wdth  145 

® o'ur  li,'.' rmtlS’ IS  beet  ot  their  knowledge,  ,,0  fruit 

distiller^w'as  forced  out  of  business  as  a result  of  the  program,  but  g ^ 

riUinrciacity  of  the  industry  was  reduced.  As  a rough  guess,  they  x^ould  say 


C-88 


LIQUOR  INDUSTRY 


! “ Ire  refCTrillL"to  XSaT  ^oteS1;apadty”o?aire^^^^  stills.  These  sUlls 

; .'So,“\‘h‘o«S.?:r;ife  SnS-tS  Swe™  £ 

( 'juration,  24  were  known  to  be  inactive,  and  we  had  no  definite  information  on 
1 he  use  of  the  remaining  13  stills. 


(2)  MEMBERSHIP  AND  DIRECTOR  ELECTIONS  OF  WINE  INSTITUTE 


We  have  previously  furnished  the  committee  with  a list  of  the  names  of  the 
nemberr  Their  relationship  to  the  total  number  of  wineries  m the  State  is 

hown  in  the  following  break-down : 


Operating 


(403  bonded  wineries. 

\ 25  bonded  storerooms. 
1 107  fruit  distilleries. 

{182  bonded  wineries. 

12  bonded  storerooms. 
75  fruit  distilleries. 


As  to  method  by  which  the  board  of  directors  is  elected  by  the  membership, 
our  San  Francisco^office  has  furnished  me  a statement  which,  I believe,  is  ful  y 
self-explanatory  and  which  I am  attaching. 

(3)  FINANCIAL  DAT.\  ON  FRUIT  INDUSTRIES,  LTD. 

We  have  referred  the  committee’s  request  to  the  company  and  they  will  get  in 

‘^itehive  tWs  tovels  all  the  points  on  which  further  information  was  desired  by 
the  committee. 

Sincerely  yours.  Wine  Institute, 

Edward  W,  Wootton. 

The  board  of  directors  of  Wine  Institute  are  elected  by  the  members  of 
InSute  FourTs^  directors  are  directors  at  large,  1 elected  from  southern 
Palifornia  which  is  the  territorv  south  of  the  lehachapi  ^Iountalns,  f from  cen 
SS  SoVnia!  whfch  is  that  part  of  the  State  north  of  the  Tehachapi  Mountains 
UD  to  and  including  the  northern  boundary  of  the  base  meridian,  1 from 
Sh  fs  that  patt  of  the  State  north  of 
large,  without  reference  to  geographical  location.  The  other  27  directors  a 

*'^rHstrict™"o**l”^nown  as  the  southern  California  district,  ' jf- 

counties  of  San  Bernardino,  Santa  Barbara,  Ventura,  Los  Angeles,  Orange,  River- 

counties  of  Kern  'Kings,  Tulare,  San  Luis  Obispo,  Fresno,  Madera,  seven  directora. 

District  No  3 known  as  the  northern  Sail  Joaquin  and  Sacramento  dustrict, 
and  including  the  counties  of  San  Joaquin,  Calaveras,  Sacramento, 

Sutter,  Yuba,  Butte,  Tehama,  Glenn,  Colusa,  Amador,  Merced,  and  Stanislaus, 

DbtriS‘'NT4  known  as  the  northern  coast  district,  and  including  the  counties 

of  Mendocino,  Lake,  Sonoma  Humboldt,  aiid  the 

District  No.  5,  known  as  the  central  northern  coast  district,  ana  mciua  g 

‘'“DMricf  6^  knovvm ‘^the  soid^  district,  and  including  the  counties 

of  cltrt  Costa,  to  Clara,  San  Mateo,  Santa  Cruz,  San  Benito, 

^^°A\Ta^h^™l  ^ district  as  above  designated  from 

its  ^vin  membS^  nomiLtes  and  elects  the  number  of.  directors  allocated  ^ 

any  other  names  they  may  desire. 
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Voting  rights  are  limited  to  active  thereto 

of  all  members  supports  the  reman.mg  one-^^^^^ 

As  to  proxies,  each  member  has  the  ri^ht  to  vote  by 

play  in  voting  varies  from  year  to  v ear.  ^ > might  be  said  that  proxies 

In  other  years  there  are  quite  a few.  to  fe  mam  ^ave  been 

do  not  play  any  major  part  and  would  not  change  an>  eiecuons 

Vbe  Thairman  While  you  have  that  memo  in  front  of  you,  will 
yoVhf  ^ Tmy  of  the  ones  taken  in  the  eolored  sheets  are 

”SrWoo™oN'  No.tfS’they  range  from  small  to  quite  large 
®1?nator  Febgoso!!.  May  I ask  a few  questions  at  this  time,  Mr. 
^*TheCHAiRM.\N.  Go  right  ahead,  Senator  Ferguson. 

TESTIMONY  OF  EDWARD  W.  WOOTTON-Resumed 
Senator  Ferguson.  How  many  of  the  wine  companies  do  the  Big  4 

by  plants,  by  companies,  that  is,  one 

^^Naiionaf  Corporation  has  the  Italian  Swiss 

‘^thLley  Blanca  and  Roma  Wne 

eoSFant? aTalso  SeheSey  Distilleries,  Inc.,  wluch  I understand  ts 

°'M“®WTrTLsnme  that  that  is  the  relationship.  I have 

%ham  Wa7te  ?lo.,f  Vli^-aMs,  wMch  was  |ade 

up^r^tl  pree^  small  firms,  San  Benito  Wmery  and  R.  Mar- 

‘‘‘iMtor'FEROUsoN.  Do  each  one  of  these  belong  to  the  association 
,bS“oTare  rePsentmg?  Do  they  have  memberslnp  m your  in- 

Wootton.  Leaving  out  the  Hiram  Walker  acquisitions  for  a 
second,  all  the  firms  listed  have  always  been  members  of  the  institute, 

"‘'seLToJ  FERGUsT^'^boes  that  mean  they  have  a membership  and 
th?rget  o^e  vote^  do  they  have  as  many  votes  as  they  have  com- 

VooTTON  I think  the  voting  is  by  companies.  I wi\]  check 
th^  when  I try  to  get  that  other  information  on  how  the  directors 

^’^Senato^FERGUsoN.  How  many  members  did  you  say  the  institute 
had? 
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Mr.  WooTTON.  Approximately  170  firms,  each  of  which  has  one  or 
more  wine  plants.  The  total  number  of  wine  plants  would  be  about 

220.  . ^ 

Senator  Ferguson.  Wlien  you  say  “firms”  you  mean  “compames”? 

Mr.  WooTTON.  Yes. 

Senator  Ferguson.  WTiiat  percetnage  of  the  total  of  wine  is  in  the 
four  big  companies? 

Mr.  WooTTON,  By  wine,  you  mean  wine  inventories  as  of  a given 
date? 

Senator  Ferguson.  Yes.  ... 

Mr.  WooTTON.  On  table  7 of  the  original  exhibit,  the  inventories 
as  of  December  31,  1942,  were,  for  the  entire  State,  122,971,174  of 
wliich  all  the  distillers  listed  there,  their  holdings  totaled  31,409,478 
or  25.54  percent. 

Senator  Ferguson.  That  is  25  percent.  What  would  you  say 
about  the  dollar  values  under  the  O.  P.  A.  regulation? 

Mr.  WooTTON.  I could  not  give  you  that  figure.  You  see,  sir,  some 
wine  will  sell  in  bulk.  You  never  intend  to  bottle  it.  That  would 
have  a lower  dollar  value  per  gallon  of  wine. 

Senator  Ferguson.  Do  the  “Big  Four”  produce  that  kind  of  wine- 
or  do  they  bottle  all  of  it? 

Mr.  WooTTON.  I think  they  mostly  bottle  the  wine. 

Senator  Ferguson.  So,  their  volume  in  actual  sales  is  much  more 
than  their  volume,  per  gallon? 

Mr.  Wootton.  Yes.  The  value  of  a gallon  of  wine  in  a finished 
case  of  wine  all  packed  up  and  sold  is  more  than  a dollar.  That  is 
what  I understand  your  question  to  be? 

Senator  Ferguson.  In  other  words,  their  p(Tcentage  in  dollars  is 

much  more  than  25  percent? 

Mr.  Wootton.  I see  what  you  mean?  I did  not  get  the  relation- 
ship between  that  and  the  nondistillery  holdings. 

I think  it  would  average  out  somewhere  near,  but  I do  not  know 
because  I do  not  know  what  their  prices  are  or  the 'proportions  of 
stock  moving  at  certain  prices.  We  have  nothing  that  would  enable 
you  to  gage  that,  sir. 

Senator  Ferguson.  Just  what  do  you  do  here  in  Washington? 

Mr.  Wootton.  My  work  is  primarily  a contact  with  Governmmt 
departments,  in  connection  with  furnishing  them  with  infonnation 
that  they  ask  for,  on  which  they  can  base  or  line  up  the  general  out- 
lines of  a regulation ; usually  the  details  on  specific  questions  they  get 
from  trade  people  themselves,  and  furnisliing  the  trade  with  informa- 
tion about  the  regulations. 

Senator  Ferguson.  You  really  should  have  all  the  facts  and  the 

figures?  • • . 

Mr.  Wootton.  Not  on  the  values  and  prices,  sir.  As  you  know, 

sir,  that  is  a bad  subject  under  the  antitrust  laws. 

Senator  Ferguson.  You  mean  by  that  that  you  avoid  having  data 
that  would  violate  the  antitrust  laws? 

Sir.  Wootton.  We  do  not  interest  ourselves  in  that  type  of  data, 
sir.  We  stay  away  from  it.  It  is  not  part  of  our  proper  function. 

Senator  Ferguson.  How  can  you  give  the  agency  any  data  if  you 
do  not  have  that  information? 

Mr.  Wootton.  After  they  have  gotten  to  the  point,  as  for  example 
the  Office  of  Price  Administration,  they  get  their  data  from  industry 
committees.  Our  concern  is  primarily  in  seeing,  for  example  of  the 
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various  kinds  of  wine  that  are  sold,  that  O.  P.  A.  has  not  left  out  a 
particular  kind  somebody  in  the  industry  committee  forgot  to  tell 
them  about.  That  very  often  happens.  They  do  not  make  it 

themselves,  so  they  do  not  remember  it.  . . o 

Senator  Ferguson.  How  large  an  institution  is  this  institute. 

What  is  its  annual  budget? 

Mr.  Wootton.  I do  not  know,  sir. 

Senator  Ferguson.  You  do  not  have  that? 

Mr.  Wootton.  No;  I do  not.  You  see,  I do  not  have  anythmg 
to  do  with  the  financial  side.  That  is  all  done  in  San  Francisco  where 

our  principal  office  is.  • -ixr  i • x 

Senator  Ferguson.  Is  there  anyone  else  here  in  Vv  asmngton 

besides  you? 

Mr.  Wootton.  I have  two  girls  in  my  office. 

Senator  Ferguson.  But  you  have  all  the  data? 

Mr.  Wootton.  Yes.  • , o i.  i t 

The  Chairman.  In  order  to  get  it  straight,  you  said  Schenley,  i 

think,  had  three  as  to  companies? 

Mr.  Wootton.  Three  as  to  companies,  yes,  sir. 

The  Chairman.  But  they  have  11  as  to  different  plants,  do  they 

not? 

Mr.  Wootton.  That  is  correct,  sir.  i i 

Senator  Ferguson.  So  at  the  present  time,  as  it  stands,  the  Big  4 
distillers  own  25  percent  of  the  wine  production  of  America  or  at  least 

of  California?  . x-  • x- 

Mr  Wootton.  That  is  approximately  correct.  Then-  participation 

in  the  industry  is  approximately  between  20  and  25,  and  as  to  the 
inventories  on  the  date  mentioned  it  is  25. 

Senator  Ferguson.  Yes.  That  was  acquired  between  what  dates 
Mr.  Wootton.  I have  given  the  dates  of  the  acquisitions  of  the 
individual  firms.  As  I say,  they  run  from  1938  through  1943.  The 
majority  of  the  acquisitions  took  place  in  the  fall  of  1942. 

Senator  Ferguson.  When  did  you  go  with  the  institute. 

Mr.  Wootton.  I went  with  the  institute  in  November,  early 

November  1941.  . . 

Senator  Ferguson.  You  were  there  before  the  majority  was 

rmrchased? 

Mr.  Wootton.  Before  this  happened;  yes. 

Senator  Ferguson,  mat  did  you  say  you  did  before  you  went 

with  the  institute?  , , , , xi  i i 

Mr.  Wootton.  In  1934,  I entered  the  legal  division  of  the  federal 

Alcohol  Control  Administration.  That  was  subsequently  abolished 
when  the  National  Industrial  Recovery  Act  was  held  unconstitutional 
and  a special  statute  set  up  a new  body,  the  Federal  Alcohol  Adminis- 
tration, which  was  subsequently  abolished  by  Exe^tive  order  in 
June  1940,  and  its  functions  transferred  to  the  iUcohol  Tax  L nit  of  the 
Bureau  of  Internal  Revenue.  I went  over  there  and  remained  with 

them  for  a little  over  a year.  , , , ^ tt  • . xu  xi 

Senator  Ferguson.  ^ you  left  the  Alcohol  Tax  Unit  to  go  with  the 

present  institute? 

Mr.  Wootton.  That  is  correct,  sir. 

Senator  Ferguson.  What  is  your  title,  director? 

Mr.  Wootton.  Where  I am  now? 

Senator  Ferguson.  Yes. 

Mr.  Wootton.  I guess,  manager  of  the  office. 
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Senator  Ferguson.  You  have  the  data  on  who  really  controls  the 

institute  in  California?  i , , 

Mr.  WooTTON.  No,  sir.  I have  the  list  of  the  members  and  of  the 

board  of  directors.  , . , i • 

Senator  Ferguson.  Sometimes  a list  of  membership  does  not  desig- 
nate who  really  has  control.  . 

^Ir.  OOTTON.  From  what  I have  seen  and  known  of  the  mdustry, 
a great  majority  of  the  members,  or  a good  strong  minority  of  the 
members  from  all  the  different  firms,  appear  to  be  quite  active  in 
participating  ui  their  jobs  as  directors  and  that  sort  of  thing. 

Senator  Ferguson.  Who,  here  in  Washington,  helps  to  fi.x  the 
prices;  that  is,  goes  over  to  the  O.  P.  A.  to  convince  them  as  to  what 
the  price  should  be  on  wine  and  grapes?  Do  you  do  that? 

Mr.  WooTTON.  As  far  as  anybody  does  it,  1 would  do  it,  but,  as  I 
say,  I never  argue  for  any  particular  level  or  any  price  for  a particu- 
lar firm.  It  is  just  a general  outline  of  the  regulations. 

Senator  Ferguson.  You  must  undei-stand  the  situation. 

How  can  you  make  a wine  to  sell  at  the  O.  P.  A.  present  prices 
when  it  is  based  on  a $30.30  grape  and  they  pay  $75  to  $77  for  the 
grapes?  You  must  know  just  how  they  do  that. 

Air.  WooTTON.  I think  this  morning  I said  that,  as  far  as  certain 
flat  prices  were  concerned,  which  are  set  forth  in  the  regulations,  I do 
not  see  how  it  is  possible  to  do  that.  It  might  be  possible  at  some- 
what under  the  grape  figures  you  have  been  talking  about,  but  cer- 
tainly not  as  the  prices  vou  mentioned. 

Senator  Ferguson.  You  told  us  they  did  even  buy  the  raisin  grapes 
from  the  Surplus  Commodity  Corporation? 

Mr.  WooTTON.  Yes.  The  reason  anybody  would  buy  gi’apes  this 
vear  was  that  they  were  so  short  and  you  had  to  get  the  grapes. 

Senator  Ferguson.  You  are  short,  but  even  being  short  you  cannot 
make  a profit  if  vou  pay  too  much  for  your  product. 

Mr.  WooTTON^  That  is  true,  but,  of  course,  as  I said,  those  wines 
have  not,  in  the  most  part,  come  on  the  market  aqd  they  are  not 
ready  for  sale.  The  present  business  is  being  conducted  on  the  old 

inventorv.  . . 

Senator  Ferguson.  Do  I understand  you  anticipate 

Air.  WooTTON  (interposing).  A lot  of  trouble. 

Senator  FUrguson.  Do  I understand  you  anticipate  you  will  get 
the  O.  P.  A.  to  give  you  a higher  price  because  you  paid  more  for  the 
grapes  or  that  the  public  will  pay  the  price? 

Air.  WooTTON.  No,  sir.  We  will  go  to  the  second  class  of  prices, 
as  I said,  in  the  order,  sir.  That  is  the  price  of  particular  brands 
that  were  in  existence  in  March  1942.  Those  prices  are  still 

authorized.  . . .v 

Senator  Ferguson.  And  will  those  prices  on  the  wines  that  the 

large  companies  make  be  such  that  you  can  sell  at  a profit  and  pay 

$75  a ton  for  grapes?  , i j i 

Air.  WooTTON.  Alany  of  the  wine  companies  out  there  had  several 

different  brands  selling  at  different  prices  back  in  Alarch.  The  higher 
price  brands  of  a number  of  the  firms  would  sustain  some  of  the 

purchases  on  what  you  might  call  unusual  pri<jes. 

Senator  Ferguson.  Will  you  get  for  us  what  firms  have  those 
brands  that  they  can  sell  and  afford  to  pay  $75  a ton  for  grapes? 

Is  it  only  members  of  the  Institute? 

Air.  WooTTON.  No,  sir,  this  is  the  whole  trade. 


LIQUOR  INDUSTRY 


393 


*\ 


Might  I make  a suggestion  on  that  particular  thing,  sir? 

The  O.  P.  A.  has  a price-filing  system,  and  they  have  break-downs 
on  these  various  prices.  I believe  their  filing  forms  call  for  reports 
on  the  prices  of  Alarch  brands;  the  prices  of  new  brands  created  be- 
tween March  and  the  present  time,  and  also  another  form  for  new 
brands  that  they  are  going  to  put  on  the  market  from  now  on.  They 
have  that  in  their  files,  and  the  figures  on  them,  and  they  must  have 
tabulations  on  those. 

Senator  Ferguson.  I do  not  understand  yet,  how  you  are  going  to 
be  able  to  sell  and  make  a profit.  Do  you  intend  to  get  the  O.  P . A. 
to  raise  its  prices  so  you  can  sell  and  make  a profit  on  these  high-price 

grades?  . , , • • i. 

Mr.  WooTTON.  Under  the  law,  I do  not  thmk  they  can  raise  that 

price.  As  I say,  one  out  is  through  having  a brand  and  the  second 
out  for  you  is  to  mix  in  this  higher-price  new  wine  with  your  older 
wines  that  came  from  lower-price  grades  and  average  it  out  and  then 
hope. 

Senator  Ferguson.  Have  you  any  plan  at  the  present  time  as  to 
how  you  are  going  to  do  it? 

Mr.  WooTTON.  No,  sir;  frankly  we  have  not.  There  is  going  to 
be  an  advisory  committee  meeting  with  the  O.  P.  A.  sometime  within 
the  next  couple  of  months,  and  undoubtedly  that  question  will  be 
brought  up  and  O.  P.  A.  will  be  asked  if  they  can  give  any  relief, 

partially  or  wholly.  , • • 

Senator  Ferguson.  How  many  dollar-a-year  men  does  the  institute 

now'  have  in  the  Government? 

Mr.  WooTTON.  None,  sir. 

Senator  Ferguson.  How  many  are  over  in  the  O.  P.  A.  that  have 
connections  with  the  companies  that  are  in  the  institute? 

Mr.  WooTTON.  None,  sir. 

Senator  Ferguson.  There  are  no  people  who  have  ever  been  con- 
nected with  these  wine  companies  over  in  O.  P.  A.? 

Air.  WooTTON.  No,  sir. 

Senator  Ferguson.  Did  you  have  any? 

Mr.  WooTTON.  No,  sir. 

Senator  Ferguson.  Do  you  know  about  the  distillers,  how  many 
they  have,  either  dollar-a-year  or  rcgualr  salaried  men? 

Mr.  WooTTON.  They  have  had  between  one  and  three,  I thmk,  from 
time  to  time,  in  connection  with  the  w'orking  out  of  some  of  these 

S^nator^FERGUsoN.  That  is,  men  who  had  formerly  been  employed 

by  the  Big  Four  distillers?  rr.ii  • / 

Mr.  WooTTON.  There  was  one  consultant.  The  only  connection  of 

any  former  individual  company  connection  of  w'hich  I have  heard, 
there  was  one  consultant,  I think,  who  was  connected  with  a firm  that 
is  not  in  the  Big  Four. 

Senator  Ferguson.  Who  was  that  consultant? 

Mr.  W OOTTON.  Mr.  Bahnzoff , I think. 

Senator  Ferguson.  What  was  his  connection,  and  with  what  com- 
pany? 

Mr.  WooTTON.  I think  he  w'as  with  Frankfort. 

Senator  Ferguson.  The  distillers  in  Kentucky? 

Mr.WooTTON.  Yes.  i 1. 1 i • o 

Senator  Ferguson.  But  the  wine  people  did  not  have  anyone  mf 
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Mr.  WooTTON.  No,  sir. 

Senator  Ferguson.  That  is  all  I have  at  the  present. 

Senator  Murdock.  If  Senator  Ferguson  is  through,  I would  like  to 
ask  you  to  elaborate  a little  on  the  statement  you  made  that  you 
anticipated  a lot  of  trouble. 

Mr.  WooTTON.  Well,  if  the  law  will  not  allow  O.  P.  A.  to  reflect  in 
its  wine  prices  more  than  a certain  amount  for  grape  costs  and  the  wine 
made  from  grapes  which  have  cost  a considerably  greater  amount  since  ^ 

coming  on  the  market  and  you  have  not  got,  as  I said,  any  par-  ' 

ticular  way  of  blending  it  in  with  the  old  wines,  maybe  you  are  out  of 
old  inventory,  then  you  are  in  a bit  of  a jam.  ^ 

Senator  Murdock.  Is  that  what  you  meant,  when  you  said  you 
anticipated  a lot  of  trouble  in  getting  O.  P.  A.  to  break  the  law? 

You  did  not  mean  that,  did  you? 

Mr.  WooTTON.  No,  sir. 

Senator  Murdock.  You  said  you  anticipat(>d  a lot  of  trouble. 

What  did  you  mean? 

Mr.  WooTTON.  Well,  it  is  an  empasse.  You  cannot  sell.  You 
have  got  to  hold  on  to  it.  What  are  you  going  to  do? 

Senator  Murdock.  Isn’t  that  what  you  meant? 

You  did  anticipate  considerable  trouble  with  tlie  O.  P.  A.  in  working 
the  thing  around  where  you  could  make  wine  at  the  profit  at  the  prices 
paid  for  the  grapes? 

That  is  what  you  meant,  is  it  not? 

Mr.  WooTTON.  Yes;  you  could  not  sell  it  at  a profit. 

Senator  Murdock.  You  would  have  considerable  trouble  working 
this  around  through  O.  P.  A.  channels  so  you  could  do  that? 

Mr.  WooTTON.  No,  sir. 

Senator  Murdock.  Is  that  not  what  you  meant?  What  did  you 
mean  when  you  said  you  anticipated  a lot  of  trouble? 

Mr.  WooTTON.  That  you  would  run  into  the  impasse  that  you  get 
by  having  the  actual  price  paid  on  one  side  and  the  law  on  the  other. 

What  do  you  do?  I do  not  know  what  you  do  then  either. 

Senator  Murdock.  It  was  not  your  plan  to  ask  O.  P.  A.  to  break 
the  law? 

Mr.  WooTTON.  No,  sir. 

Senator  Murdock.  But  you  did  anticipate  a lot  of  trouble  in  work- 
ing the  thing  around  where  a profit  could  be  made  out  of  the  grapes? 

Kir.  WoottQn.  No,  sir.  I do  not  see  how  a profit  could  be  made. 

That  is  what  I say. 

Senator  KIurdock.  It  is  difficult  for  me  to  understand  what  you 
meant  when  you  said  you  anticipated  a lot  of  trouble. 

Mr.  WooTTON.  Well,  you  are  just  stuck. 

Senator  Murdock.  If  you  meant  just  take  the  law  as  it  is  and  know- 
ing what  the  law  is,  you  knew  you  could  not  get  by,  you  would  not 
have  any  trouble  at  all,  would  you,  if  you  wanted  to  conform  to  the 
law? 

Mr.  WooTTON.  Well,  people  who  have  gotten  stuck  in  conformity 
with  the  law  are  in  trouble.  That  is  what  I mean.  They  are  defi- 
nitely in  trouble. 

Senator  Murdock.  What  is  the  largest  independent  winery  in 
California? 

Mr.  WooTTON.  On  table  2 of  the  exhibit  which  I filed  in  the  begin- 
I listed  a more  or  less  arbitrary  list  of  about  18  wineries,  taking 
3,000,000  gallons  as  being  the  dividing  line  between  large  and  medium 
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or  small  on  the  other  side.  I have  listed  their  connections  with  the 
Big  Four.  Of  the  180  on  the  list,  3 are  connected  with  the  Big 
Four,  namely,  Cresta  Blanca  Wine  Co.  and  also  Roma  Wine  Co. 
with  Schenley  and  the  other  is  National  which  has  the  Italian  Swiss 
Colony.  Those  are  the  largest  firms  in  the  State. 

Senator  Murdock.  What  is  the  largest  independent  winery  in 
. California? 

Mr.  WooTTON.  Fruit  Industries,  which  is  a group,  a cooperative 
group  of  cooperative  wineries,  is  the  largest  not  connected  with  the 
distillers. 

^ Senator  Murdock.  Do  you  know  what  the  approximate  capitaliza- 

tion is? 

Mr.  WooTTON.  I do  not  know  that.  Their  combined  storage 
capacity  is  16,000,000  gallons. 

Senator  Murdock.  Can  you  give  the  approximate  capitalization  of 
that  company  or  cooperative? 

Mr.  WooTTON.  I can  ask  them  to  furnish  it  to  the  committee,  if 
that  is  agreeable,  sir. 

Senator  Murdock.  All  right. 

Do  you  know  what  the  total  sales  volume  in  wine  gallonage  is 
per  year? 

Mr.  WooTTON.  In  1942  the  total  sales  of  California  wine 

Senator  Murdock.  No;  I wanted  to  confine  it  to  this  independent. 
Mr.  WooTTON.  I do  not  actually  know,  sir.  My  guess  is  somewhere 
around  three  or  four  million  gallons  a year  of  sales. 

Senator  Murdock.  Can  you  furnish  that  information  for  us? 
Mr.  WooTTON.  Yes.  You  want  the  capitalization? 

Senator  Murdock.  The  gallonage  of  wine  sold,  and  also  the  dollar 
value,  of  that  wine. 

Mr.  WooTTON.  The  dollar  value. 

Senator  Murdock.  Are  the  products  of  this  large  independent 
marketed  nationally? 

Mr.  WooTTON.  Yes,  sir. 

Senator  Murdock.  \Yho  comprises  its  wholesalers  or  distributors; 
do  you  know? 

Mr.  WoDTTON.  I do  not  know  that,  sir. 

Sena,tor  Murdock.  Can  you  furnish  that,  sir? 

Mr.  WooTTON.  I can  ask  them  to  submit  it  to  you. 

Senator  Murdock.  As  a general  rule,  are  the  wine  wholesalers 
distributors  for  whisky? 

Mr.  WooTTON.  Under  the  twenty-first  amendment,  each  State  has 
its  own  specific  set-up,  with  its  own  State  permittees.  Usually 
products  that  are  moving  into  the  State  go  first  to  a general  wholesaler 
who  will  then  redistribute  it  to  other  State  wholesalers  within  the 
State,  who,  in  turn,  pass  it  on  to  retailers. 

As  to  the  first,  the  fellow  who  first  takes  it  into  the  State,  he 
usually  handles  both  wines  and  spirits  of  various  companies  and 
various  brands. 

Senator  Murdock.  And  liquors  or  whiskies,  too; 

Mr.  WooTTON.  Yes;  I include  that.  The  smaller  wholesalers  who 
may  sometimes  devote  themselves  exclusively  to  one  or  the  other, 
but  as  a general  rule  they  take  both. 

Senator  Murdock.  Would  it  be  a fair  statement  to  say  that  liquor 
wholesalers  mostly  handle  brands  of  whiskies,  produced  by  Hiram 


396 


LIQUOR  INDUSTRY 


Walker,  National  Distillers,  Schenley  Distillers,  or  Seagram’s,  if  you 
know? 

Mr.  WooTTON.  I do  not  know  the  volume  of  sales  of  any  of  those 
firms,  sir,  on  that;  so,  I do  not  think  I could  estimate  that.  , 

Senator  Murdock.  Is  it  a fair  assumption  to  assume  that  the 
wholesaler  distributors  handle  wine  produced  by  independent  wineries,  [ 

would  be  influenced  by  the  fact  of  ^stillers  acquiring  wineries?  f I 

Mr.  WooTTON.  I do  not  think  I can  answer  that  one  either,  sir.  . 

As  I say,  I know  very  little  about  this  distribution,  merchandising.  | 

I imagine  when  you  get  changes  in  ownership  of  a brand,  that  you  | 

may  get  rearrangements  of  outlets  of  distribution  because  usually  ' | 

there  is  some  kind  of  a contractual  understanding  between  the  per-  - 

sonalities  involved,  but  to  what  extent  that  has  actually  happened, 

I would  not  have  any  way  of  knowing. 

The  Chairman.  Let  me  read  you  from  this  letter.  I picked  up 
at  random  two  letters  and  here  is  one  evidently  from  a laboring  man 
in  San  Francisco,  dated  December  28,  1943: 

Reading  of  vour  investigation  on  the  liquor  situation  of  which  whisky  seems 
to  get  the  headlines,  may  I ask  that  attention  be  given  to  the  principal  food  drink, 
cl&rct? 

Since  the  big  distillery  companies  bought  into  the  wineries  out  here,  the  price 
of  claret  has  skyrocketed.  "Where  fifths  cf  a good  claret  could  be  bought  for  25 
cents  plus  1-cent  sales  tax,  it  has  now  gone  up  to  2K  to  300  percent  or  64  cents  a 
bottle  to  over  75  cents. 

Many  of  us  have  had  claret  at  meals  since  childhood,  with  water  for  the  children 
as  with  the  children  in  France  with  no  drunkards.  Of  course,  high-priced  wines 
have  also  gone  up,  but  with  claret  that  we  paid  75  cents  a gallon  for  a few  months 
ago,  $1  2 months  ago,  it  is  now  $1.90  to  to  $3.25  a gallon. 

\ 

Is  that  true?  . 

Mr.  WooTTON.  I do  not  know  the  prices.  I do  know  that  withm 
the  last  2 years,  the  price  of  wihe  has  naturally  gone  up.  As  I believe  j 

I explained  this  morning,  in  1 942  the  average  price  of  grapes  was  $30.30.  . 

In  1941,  it  was  $19.90.  I have  not  in  mind  the  exact  figures  of  the 
preceding  years,  but  they  vrent  along  something  like  $15  and  $12,  1' 

and  grape  costs  are  a major  item  in  wine  costs.  ' h 

The  Chairman.  You  do  not  think  the  fact  that  the  four  big  dis-  ' | 

tilleries  of  this  country,  having  a stranglehold  on  the  wine  industry  P 

in  California  has  anything  to  do  with  those  increased  prices  then? 

Mr.  WooTTQN.  No,  sir.  . I 

The  Chairman.  All  right.  I 

Here  is  a letter  from  a distributor,  from  the  other  end  of  the  Ime, 
and  it  answers  Senator  Murdock’s  question  of  this  morning. 

The  whisky-distilling  interests  are  supposed  to  have  converted  all  their  plants 
exclusively  tc  manufacturing  alcohol  for  the  war  effort.  This  is  not  true  of  all 
these  whisky  distilling  interests  as  they  have  absorbetl  these  wineries  which  they 
have  purchased  for  the  purpose  of  making  high-proof  alcohol  distilled  from  fruits. 

Naturally,  after  making  this  alcohol  they  have  u.sed  the  latter  for  blending  in  with 
their  whiskys.  If  alcohol  which  is  distilled  from  grain  and  sugar  is  suitable  for 
ammunitions,  alcohol  made  from  fruits  ought  to  be  good  for  the  same  purpose. 

Is  that  true? 

Mr.  Wootton.  The  alcohol  is  just  as  good.  . , i 

The  Chairman.  Are  the  distillers  making  that  alcohol  distilled  1 

from  fruits  with  their  old  whiskies  instead  of  neutral  spirits?  | 

Mr.  Wootton.  I believe  I told  you  as  much  as  I knew  about  that  | 

this  morning,  sir,  namely,  that  it  could  be  done.  The  actual  extent 
to  which  it  has  been  done  is  something  that  must  be  available  on  the 
records  of  everybody  concerned.  I 
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The  Chairman  (continuing): 

Since  these  whisky  distilling  interests  seem  to  have  the  entire  supply  of  wine 
for  their  own  monopolistic  interests,  we,  the  small  independent  distributors,  are 
forced  out  of  business.  For  example:  We  have  been  buying  wine  from  the  Vesuvio 
Vintage  Co.  of  Los  Angeles,  Calif.,  a. small  winery. 

Do  you  know  that  company? 

Mr.  Wootton.  I have  heard  of  the  name,  sir,  but  I do  not  know  it. 

The  Chairman  (continuing): 

Now,  due  to  the  fact  that  the  OfBce  of  Price  Administration  has  just  placed  a 
low  price  on  finished  wines,  this  winery  as  many  others  have,  more  than  gladly 
sold  out  their  entire  plant  and  inventory  to  the  Schenley  Distilling  interests  at  a 
very  attractive  price. 

We  get  letters  similar  to  that  from  all  over  the  State  of  California. 
Is  it  true? 

Mr.  Wootton.  There  have  been  sales  of  plants  and  inventories. 

The  Chairman.  It  has  practically  put  the  little  winery  out  of 
busmess.  It  cannot  compete  with  these  big  concerns,  is  that  not 
right?  You  are  a wine  man.  I am  not.  You  ought  to  be  able 
to  answer  yes  or  no  to  that. 

Mr.  Wootton.  I have  not  seen  any  signs  of  that  yet,  sir.  I adroit 
where  size  is  involved,  it  always  has  great  potentialities  of  either  evil 
or,  sometimes,  good;  but  what  actually  happened,  as  these  transac- 
tions took  place  so  short  a time  ago,  you  do  not  have  anything  to  go 
on  so  that  you  can  say  this  happened  or  that  happened. 

Senator  Ferguson.  Are  you  not  in  a position  to  say  that  the  O.  P.  A. 
prices  have  helped  the  big  distilleries  in  buying  up  the  wineries  in 
California?  Is  that  not  a true  statement  of  facts  wi-itten  in  that  letter? 
You  would  know  that,  being  in  the  wine  business,  and  head  of  this 
institute  here. 

Mr.  Wootton.  Anybody  who  has  a lot  of  money,  sir,  can  pay  what 
he  wants  as  long  as  he  buys  something  there  is  no  ceiling  on. 

Senator  Ferguson.  WTiere  there  is  a lack  of  money,  considering 
what  he  has  to  pay  for  the  product  that  he  makes  his  wine  from  and 
he  is  compelled  to  sell,  therefore  the  man  who  has  money  and  wants 
to  get  a monopoly  for  the  future  can  afford  to  go  in  and  buy. 

Mr.  Wootton.  The  sale  of  bulk  wine  where  a company  has  only 
bulk  wine  outlets  and  the  ceiling  is  too  low  to  permit  a profit  on  the 
operation,  he  either  has  to  hold  back  and  do  nothing  or  else. 

Senator  Ferguson.  Go  out  of  business  or  sell  to  some  competitor? 

Mr.  Wootton.  That  is  perfectly  correct. 

Senator  Ferguson.  Is  that  not  what  has  happened? 

Mr.  Wootton.  The  bulk-wine  ceilings  are  very  low;  there  is  no 
question  about  that,  compared  to  actual  costs. 

Senator  Ferguson.  And  the  O.  P.  A.  has  been  responsible  for  that? 

Mr.  Wootton.  Presiunably,  that  has  been  done  under  the  law,  I 
mean  where  this  $30.30  figure  we  are  talking  about  is  concerned. 

Senator  Ferguson.  Do  you  claim  there  is  a statute  saying  that  the 
O.  P.  A.  has  to  fix  prices  on  a $30.30  basis? 

You  do  not  claim  that,  do  you? 

Mr.  Wootton.  $30.30  is  the  legal  minimum.  It  is  my  understand- 
ing that  there  are  standing  executive  orders 

Senator  Ferguson.  I am  talking  about  a statute  made  by  Congress. 

!Mr.  Wootton.  Yes;  which  permits  ceilings  to  be  set  at  higher  than 
the  legal  minimum  only  on  application  up  to— I guess,  it  is  Judge 
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Vinson’s  office,  and  those  are  only  granted  in  the  case  of  certain  prod- 
ucts where  production  is  essential  for  the  war  effort. 

Senator  Ferguson.  You  were  present,  or  you  knew  about  the  fixing 
of  these  prices.  You  knew  they  were  fixing  bulk  wine  at  a very  low 
price,  is  that  not  true? 

■ Mr.  WooTTON.  That  is  true,  sir. 

Senator  Ferguson.  And  the  big  interests  were  not  interested  in  t 

that  proposition  at  all.  They  were  interested  in  getting  higher  prices 
on  the  fifths,  so-called;  is  that  not  true? 

Mr.  WooTTON.  On  case  goods?  } 

Senator  Ferguson.  Yes.  Is  that  not  a fact? 

Mr.  WooTTON.  I think  everybody  who  had  a good  case  goods 
ceiling  under  this  individual  March  set-up  expected  to  pay  somewhat 
more  than  $30.30  for  his  grapes,  this  last  season.  I do  not  think  any 
of  tbem  expected  the  price  to  go  to  where  it  actually  did.  That  is 
about  the  general  line-up. 

Senator  Ferguson.  Here  is  what  they  have  done,  then.  The 
small  fello^v,  who  made  bulk  wine,  was  put  out  of  business.  He  could 
not  sell.  Tbe  big  company  comes  along  and  buys  his  winery  and  then 
uses  the  same  wine  in  a bottle  and  sells  it  at  a high  price. 

Mr.  WooTTON.  I would  like  to  point  out,  sir,  tbat  this  question  of 
having  an  individual  high  legal  ceiling  was  not  necessarily  to  any  size 
or  type  of  firm.  You  will  find  that  in  cooperatives.  You  will  find 
them  in  small  commercials.  You  will  find  them  in  large  commercials 
and  in  large  cooperatives.  The  high  March  ceiling,  the  high  March 
brand,  is  something  tbat  was  scattered  throughout  the  industry. 

There  were  some  firms  that  did  not  have  them. 

Senator  Ferguson.  What  did  the  big  distilhir  do  tbat  bought  these 
small  companies  that  are  mentioned  in  this  letter?  What  did  they 
do  with  the  wine?  Did  they  close  the  plant  down? 

Mr.  WooTTON.  The  plants  acquired  by  the  National  Distillers,  two 
of  the  Italian  Swiss  Colony,  and  one  for  Shewan  Jones,  all  operating. 

They  operated  continuously. 

As  to  Schenley  Distillers,  Cresta  Blanca  Wine  Co.  has  five  properties 
here,  one  of  which  was  the  original  Cresta  Blanca  property,  and  the 
additional  properties,  the  one  acquired  from  Colonial  Grape  Products 
Co.  as  operating  before  and,  so  far  as  I know,  is  still  operating.  The 
one  acquired'from  Pacific  Vineyard  Products,  and  also  the  one  acquired 
from  Livermore  Winery  were  taken,  I believe,  under  a long-term  le^e 
of  5 years.  I do  not  know  whether  they  are  being  operated  as  wineries 
or  being  used  as  storage,  whether  they  are  using  the  tanks  as  storage. 

Senator  AIurdock.  May  I just  interrupt  there  to  ask  whether  you 
know  if  they  are  being  used  for  the  distillation  of  fruit  spirits? 

Islr.  W OOTTON.  Every  winery  that  makes  dessert  wine — you  remem- 
ber we  discussed  that  this  morning,  the  ports  and  the  sherries — has  a 
still  with  which  he  makes  his  neutral  grape  brandy  tbat  he  puts  in  it. 

How  much  brandy  he  makes  in  that  still  and  what  he  does  with  it 
is  an  indiHdual  company  operation  that  I have  no  information  about, 
sir.  At  the  end  of  this  year,  statistically,  something  may  show  up  in 
the  general  picture  as  to  how  much  neutral  grape  brandy  ha,s  been 
produced  and  where  it  probably  went  as  a whole,  but  it  is  an  individual 
company  operation  and  thei'e  would  be  nothing  available  on  that  at 
this  time. 

Senator  Murdock.  I did  not  want  to  interrupt  you,  Senator  Fer- 
guson. 
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Senator  Ferguson.  No;  go  ahead. 

Senator  AIurdock.  If  you  are  through,  I would  like  to  ask  this 
question:  How  long  did  you  say  you  have  been  with  the  Wine 
Institute? 

Mr.  WooTTON.  A little  over  2 years. 

Senator  Murdock.  You  have  been  in  there  about  as  long  as  the 
big  distillers;  is  that  right? 

Mr.  WooTTON.  I came  in  there  about  a year,  almost  a year  before 
this  happened. 

Seiiator  Murdock.  Is  not  the  very  purpose  of  the  Wine  Institute 
to  bring  about  in  the  United  States  a greater  consumption  of  wine 
products? 

Mr.  WooTTON.  That  is  correct;  sir. 

Senator  Murdock.  And  to  further  the  best  interests  of  the  Wine 
Industry? 

Mr.  WooTTON.  That  is  correct;  sir. 

Senator  Murdock.  And  is  it  not  true  that  the  consumption  of  wine 
has  always  been  competitive  with  the  consumption  of  hard  liquor? 

Mr.  WooTTON.  Yes;  for  this  reason:  That  the  people  in  this  country 
naturally  tend  to  prefer  spirits  to  other  beverages. 

Senator  Murdock.  And  the  very  purpose  of  the  Wine  Institute 
has  been,  has  it  not,  for  a period  of  years  to  encourage  a greater 
consumption  of  wine? 

Mr.  WooTTON.  It  has,  sir. 

Senator  Murdock.  And  because  of  that,  it  has  been  the  purpose  of 
the  Wine  Institute  and  the  wineries,  which  are  members  of  that 
institute  to  produce  a better  wine  product? 

Mr.  W OOTTON.  That  is  correct,  sir. 

Senator  Murdock.  And  they  have  been  interested  in  that  for  years, 
have  they  not,  in  California? 

Mr.  WooTTON.  Yes,  sir. 

Senator  Murdock.  The  greater  the  consumption  of  wine  in  the 
United  States,  the  lesser  the  consumption  of  liquor,  is  that  not  true? 

Mr.  V OOTTON.  Possibly  to  some  extent. 

Senator  Murdock.  Is  that  not  the  very  theory  of  the  Wine  Insti- 
tute? 

Mr.  WooTTON.  Let  me  go  back  a bit,  sir.  The  proper  and  ordinary 
uses  of  wine  are  not  necessarily  inconsistent,  to  any  great  extent,  with 
the  consumption  of  any  other  beverage.  In  this  country  people 
consume  a great  volume  of  beverages,  both  alcoholic  and  nonalcoholic. 

Senator  Murdock.  You  mean,  then,  that  the  consumption  of  hard 
liquor  goes  hand  in  hand  with  the  consumption  of  good  wine? 

Mr.  WooTTON.  If  you  can  get  people  to  understand  how  wine  is 
used  and  like  it,  they  will  drink  it,  and  I do  not  think  it  necessarily 
interferes  to  any  great  extent  with  their  other  drinking  habits.  The  • 
consumption  of  wine  in  this  country,  even  when  you  get  the  compara- 
tively good  increase  that  we  have  had  in  the  last  few  years,  is  still 
relatively  small.  It  is  only  about  three-quarters  of  a gallon  per 
capita. 

Senator  Murdock.  And  the  purpose  of  the  Wine  Institute  has  been 
to  increase  that,  has  it  not? 

Mr.  WooTTON.  Yes. 

Senator  Murdock.  Is  it  not  the  theory  of  your  Wine  Institute  and 
the  theory  of  your  whole  organization  that  the  more  wine  that  is 
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consumed,  the  less  hard  liquor  will  be  consumed  and  the  greater  will 
be  the  market  for  your  wine  products? 

Mr.  WooTTON.  We  are  not  interested  in  the  sale  of  spiiits.  We 
would  like  to  sell  more  wine. 

Senator  Murdock.  You  are  interested,  and  I think  we  are  in  full 
agreement  on  that,  in  the  consumption  of  good  wine? 

Mr.  WooTTON.  I do  not  think  we  have  ever  taken  the  approach 
that  you  ought  to  stop  drinking  something  else  in  order  to  drink  wine. 

Senator  Murdock.  I did  not  ask  that,  but  you  are  interested  in  a 
greater  consumption  of  wine,  are  you  not? 

Mr.  WooTTON.  That  is  correct,  sir. 

Senator  Murdock.  Have  you  any  information  on  this  fact,  that 
is,  the  ratio  of  the  higher  alcoholic  content  as  to  the  lower  alcoholic 
content  wines  since  before  the  “Big  4”  distilleries  came  into  the 
picture? 

Mr.  WooTTON.  They  came  in  in  1942  and  we  have  not  got,  as  I 
said,  the  break-down  on  the  figures  for  1943,  as  yet. 

Senator  Murdock.  Do  you  mean  to  tell  the  committee,  then,  that 
you  are  not  apprized  of  it? 

Mr.  W OOTTON.  To  tell  you  the  details  on  the  wine  sales  during  1943. 

Senator  Murdock.  You  would  not  be  at  all  surprised,  would  you, 
Mr.  Wootton,  to  find  tliat  the  percentage  of  your  high  alcoholic 
content  wines  has  been  very  materially  increased  since  the  distilleries 
became  a part  of  the  wine  industry? 

Mr.  Wootton.  There  has  been  a slight  tendency  towards  increase 
of  the  proportion  of  table  wines.  It  was  noticeable,  I think,  first 
in  about  1941  and  appeared  again  in  1942.  It  was  not  very  large. 
"VVe  were  pleased  to  see  the  increase  from  the  point  of  view  of  the 
fact  that  it  meant  people  were  using  table  wines  with  their  meals. 
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which  is  the  proper  way. 

Senator  Murdock.  Table  wines  are  the  low  alcoholic  content  wines, 
are  they  not? 

■Nir.  Wootton.  That  is  correct. 

Senator  Murdock.  And  you  say  they  have  been  increased? 

Mr.  Wootton.  Very  slightly. 

Senator  Murdock.  With  reference  to  the  high  alcoholic  content 
wines,  since  .the  distilleries  came  into  the  picture? 

Mr.  Wootton.  I do  not  know  what  has  happened  since  the  dis- 
tilleries have  come  into  the  picture,  because  I do  not  know  the  1943  | 

figures.  I think  the  figures  should  show,  in  view  of  the  preceding 
trend,  a slight  increase  over  1942.  If  it  shows  a large  increase,  I do 
not  know  that,  but  the  trend  is  slightly  up. 

Senator  Murdock.  Do  you  think  the  fact  that  the  distilleries  ha.ve 
come  into  the  wine  industry  will  be  conducive  to  a greater  consump- 
• tion  of  good  quality  wines  than  if  they  had  stayed  out? 

Mr.  Wootton.  I think  the  wine  is  going  to  be  made  anyway. 

I mean,  whoever  makes  it,  and  whether  it  is  good  quality  or  not, 
depends  on  the  maker,  so  I think  your  question  must  mean,  do  I 
think  that  the  distillers  will  make  good  wine 

Senator  Murdock.  What  I have  in  mind  is  this,  that  the  entry  of 
the  distillers  into  the  wine  business  is  absolutely  incompatible  with 
the  wine  industry  as  we  knew  it  up  to  the  time  that  they  came  in. 

Do  you  agree  with  that  or  not? 

Mr.  Wootton.  I do  not  say  that  it  is  absolutely  incompatible;  no, 
sir.  I do  not  agree  on  that.  As  I said,  a few  minutes  ago,  the  question 
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of  size  has  several  different  possibilities.  You  get  perhaps  more  stable 
financing.  That  may  be  a good  thing;  it  may  not. 

Senator  Murdock.  That  is,  the  thing  will  be  more  thoroughly 
and  successfully  commercialized  with  the  big  distillers  in  there  than 
it  has  ever  been  before.  That  is  what  you  mean? 

Mr.  Wootton.  On  the  other  hand,  a big  fellow  can  always  crowd 
. a little  fellow.  What  is  going  to  happen  in  the  next  few  years,  I do 

not  know. 

Senator  Murdock.  Do  you  not  think,  as  a man  particularly  in- 
terested in  the  welfare  of  the  wine  industry,  that  it  would  be  a much 
V more  healthful  situation  and  a much  better  situation  for  the  people 

of  the  United  States  if  the  big  distillers  would  stay  out  of  the  wine 
industry? 

Mr.  Wootton.  I know  you  would  like  to  have  me  say  something 
one  way  or  the  other 

Senator  Murdock.  I am  not  interested  in  that  at  all.  I am  asking 
you,  as  a man  who  is  interested,  as  I understand,  primarily  in  the 
wine  industry  of  the  United  States,  if  you  do  not  think  it  would  be  a 
much  more  healthful  situation  and  a better  situation  for  the  wine 
industry  if  the  big  liquor  distillers  would  stay  out  of  it? 

Mr.  Wootton.  I cannot  answer  that  one  way  or  the  other,  sir. 

Senator  Murdock.  I do  not  blame  you  very  much  now.  But 
they  are  in  there,  of  course.  I can  readily  see  the  embarrassment 
of  such  a question. 

Mr.  Wootton.  The  proprietors  of  a particular  firm  chose  to  sell 
out  to  a particular  other  firm.  They  did  that  on  their  own  hook  and 
own  judgment.  I do  not  know  whether  we  ought  to  have  an  opinion 
as  to  whether  they  were  right  or  wrong  on  that. 

Senator  Murdock.  I did  not  expect  to  get  an  unqualified  statement 
from  you  and  I cannot  blame  you  for  answering  as  you  have.  But  so 
far  as  I can  see,  the  observation  I want  to  make  is  this:  That  if  there 
is  any  way  of  keeping  the  big  distillers  of  this  country  out  of  the  wine 
business^ — or  now  that  they  are  in  there — if  there  is  any  way  of  getting 
them  out,  I think  it  should  be  done,  because,  in  my  opinion,  if  there  is 
some  competition  between  the  wine  industry  and  your  hard-liquor  in- 
dustry, it  is  better  for  the  population  of  this  country. 

The  Chairman.  I was  not  mistaken  this  morning,  was  I,  when  I 
said  that  for  several  generations  there  has  grown  up  in  California  a 
pride  ui  me  wine  products  made  by  families?  They  are  proud  of 
meir  brands  and  proud  of  the  prices,  and  proud  of  their  quality.  Is 
that  not  true,  that  it  is  traditional  with  those  wineries? 

Mr.  Wootton.  That  is  unquestionably  true,  both  in  small  firms 
and  in  large  firms. 

The  Chairman.  I would  like  to  quote  to  you,  since  Schenley  has 
entered  the  picture,  the  attitude  of  the  chairman  of  the  board  and  I 
quote  from  Fortune. 

Mr.  Wootton.  The  chairman  of  what  board? 

The  Chairman.  The  chairman  of  Schenley 's  board  (reading): 

In  the  modern  Roma  plant  at  Fresno,  Calif.,  purchased  In  November  1942, 
by  Schenley  Distillers,  it  blends  up  to  600,000  gallons  at  a time;  keeps  some 
?, 000,000  gallons  under  treatment  all  the  time  and  bottles  about  a million  gallons 
a month. 

It  says  Lew  Rosenstiel — do  you  know  him? 

Mr.  Wootton.  I have  never  met  him,  sir. 
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The  Chairman.  It  says  he  is  the  spark  plug  of  Schenley  and  it 
quotes  him  as  saying: 


I hope  Roma  will  be  the  wine  of  the  people.  I want  to  give  you  a quality 
product  at  a price  you  can  pay;  a big  bottle  of  the  best  God-damn  wine  I know 
how  to  give  you. 


That  is  the  difference  between  commercialized  Schenley  and  the 
old  grape  growers  and  wineries  and  vintners  of  California,  is  it  not? 

Any  other  questions? 

Mr.  Mattice.  I have  just  one  additional  thing  I wotdd  like  to 
call  to  your  attention,  if  I may. 

You  have  explained  that  you  do  not,  as  yet,  have  the  figures  on 
the  1943  season.  I imderstand  that  but  we  have  seen  in  the  press 
and  some  magazine  articles  something  in  the  nature  of  figures  on 
1943,  and  in  one  of  those  instances,  it  is  stated  that  as  of  September 
1943,  the  amount  of  wine  in  storage  in  California  is  around  sixty 
million  gallons,  and  that  of  that  60,000,000  gallons,  those  four 
distillers  own  half  of  it — or  50  percent  of  what  existed  September  1, 
1943.  Do  you  know  whether  that  is  true? 

Mr.  WooTTON.  No,  sir;  I do  not.  The  individual  companies,  of 
course,  can  furnish  the  figures. 

Mr.  Mattice.  I will  read  you  the  quotation  that  I get  this  from: 


Considering  that  the  distillers*  purchases  included  wine  on  hand,  informed  wine 
men  feel  that  as  of  September  1943  the  distillers  hold  nearly  30,000,000  gallons,  or 
some  50  percent  of  all  wine  now  aging. 


That  is  the  quotation. 

I wanted  also  to  straighten  out  what  seems  to  be  a little  confusion 
about  the  storage  of  wine.  Is  it  stored  and  held  for  a considerable 
period  of  time  like  whisky? 

Mr.  WooTTON.  It  depends  on  the  wdne,  sir. 

Mr.  Mattice.  Some  of  it  is,  at  least? 

Mr.  WooTTON.  It  is  all  stored  and  held  for  some  length  of  time.  It 
has  to  be. 

Mr.  Mattice.  In  other  words,  the  grapes  that  werq  grown  in  1943 
and  pressed  and  made  into  wine,  that  wine  is  not  sold  right  away? 

Mr.  WooTTON.  That  is  correct,  sir. 

Mr.  Mattice.  Some  of  it  may  be  held  for  vears — is  that  right? 

Mr.  WooTTON.  That  is  coiTect,  sir. 

Mr.  Mattice.  In  other  words,  they  age  wines  just  as  they  age 
whisky? 

Mr.  WooTTON.  That  is  right.  It  eventually  reaches  the  point 
where  you  have  to  take  it  out  of  the  barrel  and  that  varies  a lot  with 
the  particular  kind  of  wine  and  what  grapes  it  is  made  from. 

Mr.  Mattice.  I have  just  one  more  question.  Were  you  connected 
with  the  W ne  Institute  at  the  time  when  Schenley  made  its  purchases 
out  there,  or  did  that  occur  before?  ' 

Mr.  WooTTON.  That  occurred  after  I joined  the  institute,  sir. 

Mr.  Mattice.  Then  you  have  heard  of  Mr.  Arthur  Samish,  have 
you  not? 

Mr.  WooTTON.  Yes;  I have  heard  of  him. 

Mr.  Mattice.  Who  is  he? 

Mr.  WooTTON.  I believe  he  does  public  relations  work. 

Mr.  Mattice.  May  I help  you  out.  He  is  a lobbyist,  is  he  not? 

Mr.  WooTTON.  I guess  you  would  call  him  that. 
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Mr.  Mattice.  He  is  known  as  the  No.  1 lobbyist  of  California, 
is  he  not? 

Mr.  WooTTON.  That  I would  not  know. 

Mr.  M.\ttice.  You  have  heard  him  spoken  of  in  that  guise.  He  did 
the  negotiating  or  the  buyuig  of  these  institutions  for  Schenley,  did 
he  not? 

. Mr.  WooTTON.  That  I do  not  know. 

Mr.  Mattice.  You  have  heard  that  he  did? 

Mr.  Wootton.  My  main  source  of  information  is  the  Fortune 
article  and  the  description  of  the  deal  there. 

Mr.  Mattice.  It  is  so  stated  in  the  September  issue  of  Fortune 
magazine  of  this  last  year. 

Mr.  Wootton.  Yes.  . ^ 

Mr.  Mattice.  The  Herman  Wente  mentioned  here  this  forenoon  is 
one  of  at  least  two  of  the  old-time  winery  operatoi-s  in  California  who 
has  refused  to  sell  out  to  these  distillers,  is  he  not? 

Mr.  Wootton.  I do  not  know  whether  they  ever  asked  him  to 
sell,  sir. 

Mr.  Mattice.  At  least,  they  have  not  sold? 

Mr.  Wootton.  No. 

Mr.  Mattice.  And  the  other  of  the  tw^o  that  I mentioned  is  a Mrs. 
de  Latour. 

Mr.  Wootton.  Mrs.  de  Latour  of  the  Beaulieu  Vineyards. 

Mr.  Mattice.  Do  you  know’  about  those  two  people  having  entered 
into  an  agreement  tliat  they  will  not  sell  out  to  these  distillers  who 
have  been  buying  in  there?  Do  you  happen  to  know  about  that? 

Mr.  Wootton.  I have  heard  that.  I think  that  was  in  the  Fortune 
article,  sir.  Whether  there  is  any  basis  for  that,  I do  not  know. 

Mr.  M.\ttice.  That  is  all  I have  at  this  time. 

Senator  Ferguson.  Mr.  Wootton,  do  you  know  how’  much  advertis- 
ing has  been  done  since  the  large  distillers  came  in,  as  far  as  the  large 
wine  distillers  are  concerned? 

Air.  Wootton.  I do  not  know  by  way  of  dollar  volume,  or  anything 
. like  that;  sir.  I do  know  that  there  have  been  some  extensive  radio 

programs  and  magazine  advertising,  that  I see  in  the  magazines  I read 
that  seems  to  take  up  a little  more  space,  but  that  has  also  increased 
with  some  other  firms,  too. 

Senator  Ferguson.  But  does  the  institute  keep  track  of  the  amount 
of  advertising  of  the  firms? 

Mr.  Wootton.  Of  the  individual  firms;  no,  sir. 

Senator  Ferguson.  You  said  170  firms  were  in  the  institute. 

Mr.  Wootton.  Yes;  approximately. 

Senator  Ferguson.  How’  many  are  outside? 

Mr.  Wootton.  To  tell  the  truth,  I do  not  know’  the  total  number 
of  firms  in  California.  The  oidy  figures  I have  are  the  nmnber  of 
bonded  w’ineries,  which  was  295,  and  of  those  about  220  belong  as 
members  to  the  institute.  Those  figures  are  a little  bit  rough  because 
I do  not  have  all  the  details. 

Senator  Ferguson.  The  institute  does  not  keep  track  of  the  adver- 
tising of  the  various  members? 

Mr.  Wootton.  No,  sir.  You  are  talking  about  the  volume,  and  so 
forth? 

Senator  Ferguson.  Yes. 

The  Chairman.  Are  there  any  other  questions,  gentlemen?  j 

(No  response.) 
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Thank  vou  verv  much,  Mr.  Wootton. 

Call  your  next  witness. 

Mr.  AIattice.  We  are  ready  for  Mr.  Ludwick. 

TESTIMONY  OF  FRANK  M.  LUDWICK,  CHIEF,  DISTILLED  SPIRITS 

AND  WINE  SECTIONS,  BEVERAGE  DIVISION,  SPECIAL  PRODUCTS 

BRANCH,  WAR  FOOD  ADMINISTRATION  r 

Mr.  Mattice.  You  are  Mr.  Ludwick? 

Mr.  Ludwick.  Frank  M.  Ludwick.  ^ 

Mr.  Mattice.  You  are  from  what  agency? 

!Mr.  Ludwick.  I am  Chief  of  the  Wune  Section  and  Chief  of  the 
Distilled  Spirits  Section  of  the  Special  Products  Branch  of  the  W^ar 
Food  Administration. 

Mr.  Mattice.  If  you  have  had  anything  to  do  with  the  subject 
being  dealt  with  here  today,  wine,  will  you  tell  us  how  that  comes 
about? 

Mr.  Ludwick.  Yes,  sir. 

In  March  1942  I was  asked  to  take  the  WTne  Section  of  the  Bever- 
age and  Tobacco  Division  of  the  War  Production  Board.  Our  chief 
function  at  that  time,  we  considered,  was  the  conversion  of  all  possible 
facilities  of  the  wine  industry  to  war  production.  I pursued  that  pro- 
gram up  to  the  point  where  it  seemed  that  there  was  very  little  more 
that  we  could  do  by  way  of  conversion  to  the  war-production  effort. 

Our  second  function  we  considered  to  be  to  bring  about  those  con- 
versions with  as  little  dislocation  to  the  industry  as  possible 

After  we  had  completed  our  conversion  program  to  the  point  where 
we  could  not  see  where  we  could  go  much  further,  of  course,  our 
secondary  function  became  our  primary  one.  Since  that  time,  I 
have  sought  to  assist  the  industry  in  every  way  that  I could,  of  course 
conditioned  upon  its  not  interfering  with  our  general  war  effort. 

Does  that  answer  your  question? 

Mr.  Mattice.  Yes. 

Mr.  Ludwick,  do  you  have  a statement  that  you  have  prepared? 

Mr.  Ludwick.  I did  not  prepare  a statement.  Alter  I talked  to 
you  yesterday,  I had  a meeting  of  the  Distilled  Spirits  Advisory 
Committee  on  at  the  time;  I did  not  have  an  opportunity  to  prepare 
a statement.  ' 

Mr.  Mattice.  Perhaps  you  will,  in  your  own  way,  make  a state- 
ment to  the  committee  concerning  generally  the  matters  which  are 
being  considered  here  today? 

Mr.  Ludwick.  I did  pull  out  of  my  file  a memorandum  which  I 
directed  to  Mr.  Albin,  who  is  the  Chief  of  the  Special  Commodities 
Branch  and  my  superior,  a memorandum  which  I directed  to  him  on 
the  19th  of  August  1943.  That  has  some  bearing  upon  the  subject 
that  you  have  had  under  discussion  here. 

Senator  Murdock.  What-  is  your  superior’s  name? 

Mr.  Ludwick.  H.  C.  Albin.  It  is  on  the  subject  of  distillery- 
owned  wineries. 

Mr.  Mattice.  We  will  be  glad  to  have  you  read  that  memorandum, 
then. 

Mr.  Ludwick  (reading):  • 

During  recent  months  I have  noticed  widespread  publicity  and  a more  or  less 
general  opinion  that  distillery  companies  have  practically  taken  over  the  wine 
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industry.  I decided  that  it  would  be  interesting  to  find  out  to  what  extent  this 
was  true  and  think  you  will  be  interested  in  the  following  figures  which  I have 
secured — 

I may  say  that  these  figures  do  not  entirely  tally  with  those  wliich 
Mr.  Wootton  presented  this  morning  because  there  are  some  two  or 
three  wineries,  the  sale  of  which  had  not  been  completed  at  the  time 
I made  my  investigation. 

Distillery  companies  have  acquired  14  of  the  439  wineries  in  the  State  of 
California,  which  is  less  than  4 percent  of  the  total  number  of  wineries.  The 
total  production  and  storage  capacities  of  these  14  wineries  is  22  percent  of  the 
total  capacity  of  the  wine  industry  in  California.  The  wineries  purchased  by 
the  distillers  produced  20  percent  of  the  California  wine  in  1942.  Two  wineries 
were  purchased  by  distillers  in  other  States,  but  their  capacities  are  negligible 
and  do  not  materially  change  the  above  figures. 

Exact  figures  on  vineyard  investments  by  the  distillers  are  not  available — 

that  is  the  investment  in  vineyards — 

but  reliable  estimates  show  that  the  distillers  and  theii  winery  subsidiaries  own 
less  than  3 percent  of  the  California  vineyards. 

I might  pause  here  to  point  out  that  apparently  the  distillers,  in 
making  their  purchases,  were  interested  in  the  wineries  and  the 
winery  products  rather  than  in  the  growing  of  the  grapes.  They 
apparently  preferred  to  buy  their  grapes  and  make  the  wine. 

For  your  information  I am  listing  the  wineries  owned  by  the  distillers,  their 
cooperage  capacities  and  1942  production  as  compared  with  the  total  cooperage 
capacity  and  production  of  the  California  wine  industry. 

I have  here  listed  the  wineries  owned  by  the  distillers.  I presume 
you  do  not  care  to  have  me  repeat  that  now. 

Total  cooperage  capacity  of  above  14  wineries,  47,500,000. 

Total  cooperage  capacity  of  California  wine  industry,  215,493,637. 

Percentage  represented  by  distillers’  14  wineries,  22.04  percent. 

I point  out  here,  that  generally  speaking  the  size  of  the  wineiy  is 
gaged  by  the  yardstick  of  the  storage  capacity  which  includes  their 
tankage  and  these  figures  come  from  the  records  of  the  Alcohol  Tax 
Unit. 

Total  1942  production  of  about  14  wineries,  12,000,000  gallons. 

Total  1942  production  of  California  wine  industry,  62,146,725  gallons. 

Percentage  represented  by  distillers’  14  wineries,  19.31  percent. 

I will  be  glad  to  leave  this  memorandum  with  you  if  you  would  like 
to  have  it.  About  all  it  does  is  to  more  or  less  confirm  the  figures  that 
you  have  received  from  the  representative  of  the  Wine  Institute. 

I will  be  glad  to  tell  you  all  that  I can  about  the  wine  industry. 

Mr.  Mattice.  Are  you  from  California  yourself? 

Mr.  Ludwick.  I am  from  California;  yes,  sir. 

Mr.  Mattice.  I think  here  is  a gentleman  who  may  know  some- 
thing about  it,  in  addition  to  the  fact  that  he  is  connected  with  this 
agency. 

The  Chairman.  WTiat  part  of  California  are  you  from? 

Mr.  Ludwick.  I practiced  law*  in  Los  Angeles  until  February  1941. 
Then  I came  back  here  and  opened  an  office  and  had  a general  practice 
here  until  I went  in  as  Chief  of  the  Wine  Section. 

The  Chairman.  Did  you  have  any  legal  business  involving  wineries? 

Mr.  Ludwick.  In  California,  no.  After  I came  back  here,  I was 
retained  and  handled  two  or  three  matters  for  them,  and  in  that  way, 
I became  more  familiar  with  the  industry  than  I had  been  m my  gen- 
eral practice  in  Los  Angeles. 
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The  Chairman.  What  section  of  California  is  the  largest  producer 
if  grapes? 

Mr.  Ludwick.  The  San  Joaquin  Valley.. 

The  Chairman.  Is  that  a large  area  there? 

Mr.  Ludwick.  Yes,  sir;  it  is  a rather  large  area.  I would  say  it  is 
approximately — some  three  hundred  miles  long  and  fifty  miles  wide^ 
The  Chairman.  And  the  quality  of  grapes  is  best  in  that  valley? 

Is  that  true  or  not? 

Mr.  Ludwick.  No,  I would  not  say  so. 

The  Chairman.  Not  the  quality?  , ^ i 

Mr.  Ludwick.  Well,  it  depends.  You  take  m through  that  lower 
San  Joaquin  Valley  section,  you  get  the  greatest  amount  of  raisin  type 
grapes,  and  the  raisin  types  are  used  more  genei'ally  m the  rnanufac- 
ture  of  the  sweet  wines,  the  dessert  w'ines,  than  the  other  strictly  wine- 
type  grapes  which  are  not  any  good  for  anything  else  except  for  wines. 
In  other  words,  they  are  no  good  for  raisins.  You  get  up  m the  Napa 
and  Sonoma  Valleys  further  on  north  and  you  get  there  your  finest 
table  wines  from  the  wine  grapes.  i i. 

The  Chairman.  In  your  duties  for  the  Food  Administration,  what 

do  you  have  to  do  with  wines?  , 

Ludwick.  I have  an  industry  advisory  committee,  i have  iiau. 

that  ever  since  we  started  with  the  W ar  Production  Board  and  that 
was  carried  over  with  us  into  War  Food  Administration.  \V  e made  a 
few  changes  from  time  to  time,  but  generally  speaking  it  is  the  saine 
committee.  We  have  them  in  and  discuss  their  various  requirements 
of  materials,  for  example,  bottles,  closures,  shipping  containers,  and  we 
accumulate  in  my  office  the  requirements  of  the  industry  generally, 
not  just  California,  you  understand,  but  the  entire  wine  industry  m 

Then  we  present  those  figures  to  the  V ar  Production  Board  and 
I we  seek  to  estimate,  as  nearly  as  we  can,  the  requirements  of  our 

I particular  industries.  , • i i ^ 

I Senator  Murdock.  Can  I interrupt  you  there  to  ask  just  what 

proportion  of  the  entire  industry  of  the  Nation  is  located  m California . 

Mr.  Ludwick.  Approximately  90  percent.  We  figure  it  i;oughly 
this  way;  90  percent  in  California;  5 percent  in  New  Tork  State,  that 
is  up  around  the  Finger  Lakes  district  and  they  produce  a substantial 
amount  of  wine  there  and  a very  excellent  wine. 

Senator  Murdock.  But  not  as  good  as  California  ? 

Mr  Ludwick.  That  is  a matter  of  taste  and  opinion. 

Senator  Murdock.  And  you  are  a native  of  California,  and  you 

^^Mr  Ludwick.  Well,  they  say  that  California  never  had  a disloyal 
son  nor  faithless  lover,  and  I think  there  is  some  truth  m that 

However,  I like  the  New  York  State  wines  very  much  and  I think 

their  champagne  is  excellent.  lu+i.. 

The  other  5 percent  is  scattered  m Michigan,  Ohio,  some  little 
in  Missouri,  and  some  in  North  Carolina,  some  in  New  Jersey.  Those 
are  generally  the  States  where  the  other  5 percent  originates. 

Senator  Ferguson.  How  did  you  happen  to  run  into  the  proposition 
: - that  the  distilleries  were  buying  up  the  wineries? 

Ludwick.  How  did  W6  come  to  run  into  it. 

Senator  Ferguson.  Yes.  , . i • „ 

Mr  Ludwick.  Just  by  reading  the  papers  and  trade  magazines. 

Senator  Ferguson.  WTiy  did  you  concern  yourself  with  it? 


LIQUOR  INDUSTRY 


407 


Mr.  Ludwick.  As  a matter  of  curiosity.  We  try  to  keep  track  of 
the  trends  in  the  industry. 

Senator  Ferguson.  What  was  your  conclusion,  that  it  was  detri- 
mental or  not? 

Mr.  Ludwick.  That  is  a hard  question  to  answer.  I think  it 
is  a debatable  question.  You  can  argue  on  either  side  of  it,  Senator. 

If  you  look  at  it  from  one  standpoint,  you  will  find  a lot  of  the 
wineries  that  were  under-financed,  hard-pressed,  moving  out  their 
wine  when  it  was  green. 

Senator  Ferguson.  Why  were  they  hard-pressed,  because  of 
regulations? 

Mr.  Ludwick.  No;  because  of  finances. 

Senator  Ferguson.  Did  not  price  fixing  have  anything  to  do  with  it? 

Mr.  Ludwick.  I am  talking  really  about  the  time  before  your  price 
fixing  came  into  it.  The  wineries  were  selling  their  wines,  in  many 
instances,  too  green  because  they  had  to  get  their  money  out  of  it, 
you  see.  Now,  you  bring  in  another  element,  that  is,  well-financed 
companies  in  a position  to  hold  the  wines  and  age  them  and  they  can 
produce  a better  quality  of  wine  than  might  be  produced  under  the 
other  circumstance. 

On  the  other  hand,  you  can  argue  on  the  other  side  of  the  picture, 
that  the  bigger  the  interests,  the  more  they  are  interested  in  the 
volume  production,  and  thgit  is  all  they  are  interested  in.  The  fact 
that  the  distilleries  have  confined  their  purchases  largely  to  the  bigger 
volume  wineries  would  indicate  that  was  the  thing  that  they  were 
interested  in,  and  I doubt  very  mucli  if  you  will  find,  under  the 
present  operation — I am  looking  at  it  and  talking  now  not  as  a 
representative  of  the  War  Food  Administration  but  giving  you  my 
own  personal  opinion — I doubt  very  much  if  you  will  find  them 
producing  fine  old  wines  such  as  are  produced  by  Wente  Bros.  & 
Beringer,  the  Beaulieu  Vineyards,  and  the  Concannon,  and  those 
old-line  families  up  there.  I do  not  believe  that  those  types  of  wine 
will  ever  be  made  under  a program  by  the  wineries  that  are  owned 
by  the  distilleries.  That  is  just  my  guess,  and  I may  be  wrong. 

The  Chairman.  Did  you  have  anything  to  do,  in  your  official 
capacity,  with  determining  the  change  from  jars  to  fifths,  so-called, 
bottles  like  whisky  is  bottled  in? 

Mr.  Ludwick.  Not  directly.  One  of  the  first  things  that  I started 
when  I went  over  there  with  the  War  Production  Board  was  a program, 
to  bring  about  a standardization  of  wine  bottles.  At  that  time  we 
estimated  that  there  was  something  in  excess  of  3,000  different  sizes 
and  shapes  of  bottles,  and  we  felt  that  it  was  a terrific  waste  of  material 
and  manpower. 

We  called  in  our  wine  industry  advisory  committee  and  we  reduced 
that  to  nine  shapes  and  sizes,  standard  shapes  and  sizes  of  bottles. 
At  first,  we  eliminated  entirely  the  flat  pint  but  there  was  such  a 
furor  the  W.  P.  B.  backed  up  and  left  the  pint  flask  in. 

At  that  time,  quite  a bit  of  wine  was  bottled  in  so-called  half  bottles 
and  in  pints,  in  fifths  and  in  quarts.  The  fifth  has  always  been  the 
standard  for  wine  bottles.  However,  as  I say,  there  was  this  wide 
scope.  There  has  been  a tendency,  over  which  we  had  no  control,  or 
at  least  no  official  action  was  ever  taken,  to  shift  to  straight  fifth 
bottle  operation.  Pints  are  out  now  entirely  under  the  Treasury 
decision  ruling.  They  are  prohibited. 
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The  Chairman.  What  did  you  have  to  do  with  the  doing  away 

of  selling  of  wines  in  gallon  jugs  and  jars?  t • i 

Mr.  Ludwick.  We  did  not  have  anything  to  do  with  it.  i think 
the  reason  that  dropped  off  to  such  a great  extent  was  the  conversion 
by  the  War  Production  Board  of  a number  of  commodities  to  gallon 
and  half-gallon  glass  containers,  away  from  metal.  That,  for  your 
information,  is  swinging  back  the  other  way  now.  For  example,  up 
until  last  week,  when  they  amended  War  Production  Lr-103  (b),  all 
antifreeze  had  to  go  into  gallon  jugs.  That  has  been  converted  back 
to  metal.  Paints  have  been  converted  back  to  metal  or  are  being 

I think  that  you  will  find  during  the  coming  year  a decided  inciease 
in  the  use  of  gallon  and  half-gallon  containers  for  wines.  As  a matter 
of  fact,  when  we  made  our  estimate  of  1944  requirements  for  VVar 
Production  Board  which  is  being  considered  in  this  order,  our  ^dustry 
advisory  committee  estimated  that  they  would  like  to  sell  a hundred 
million  gallons  of  wine  during  the  year  1944  and  we  used  that  as  a 
basis  for  our  estimate  of  the  number  of  gross  bottles  that  would  be 

necessarv  to  take  care  of  that  volume  of  business.  i j # 

To  arrive  at  our  gross  figure,  we  used  the  fifth  as  the  standard  of 
measure  because  that  is  what  most  of  them  wanted  to  use  and  were 

'^^The  amount  of  glass  that  War  Production  Board  told  us  would  be 
available  for  the  wine  industry  was  not  sufficient  to  take  care  of  a 
hundred  million  gallons  in  fifths,  but  we  felt  quite  sure  that,  due  to 
the  availability  of  the  larger  containers,  the  wineries  would  be  able  to 
distribute  at  least  a hundred  million  gallons,  if  not  more. 

Senator  Ferguson.  You  mentioned  an  advisory  committee. 

Mr.  Ludwick.  Yes,  sir.  r 

Senator  Ferguson.  Could  you  give  us  the  names  of  that  advisory 

committee?  They  are  from  the  industry,  are  they  not. 

Mr.  Ludwick.  Yes,  sir. 

Mr.  Mattice.  I have  that  list.  ^ t ujr. 

Senator  Ferguson.  And  how  many  on  that  list  are  from  the  xSig 

Four?  T u T 

Mr.  Ludwick.  There  are  two,  I believe. 

Senator  Ferguson.  Two  out  of  how  many? 

Mr.  Ludwick.  Two  out  of  twelve. 

Senator  Ferguson.  Two  out  of  twelve. 

The  Chairman.  Whom  do  those  two  represent?  , . . ^ , 

Mr.  Ludwick.  One  of  them  represents  Roma  and  that  is  Schenley. 

The  Chairman.  Who  is  the  other  one? 

Mr.  Ludwick.  The  other  one  is  Lee  Jones  of  Shewan-Jones,  which 
is  owned  by  National. 

Senator  Ferguson.  The  other  two  distillers  are  not  represented.^ 

Mr.  Ludwick.  No,  sir.  , , tt-  t <.  <> 

Senator  Ferguson.  How  many  are  members  of  the  Wme  Institute 

Mr.  Ludwick.  We  have  seven  from  California  and  I think  all  of 

them  are  members  of  the  institute. 

Senator  Ferguson.  So  no  mdependents  are  represented  from 

California?  ^ ^ 

Mr.  Ludwick.  I think  not,  from  California. 

Senator  Ferguson.  And  you  have  got  two  out  of  the  seven  ih 
California  who  are  members  of  the  distillers  group. 

Mr.  Ludwtck.  Yes,  sir,  I think  that  is  right. 
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Senator  Ferguson.  Do  you  think  that  is  a fair  representation? 

Mr.  Ludwick.  We  thought  so;  yes. 

Senator  Ferguson.  When  they  have  only  20  percent 
Mr  Ludwick.  Yes;  we  thought  it  was  a fair  representation.  Of 
course,  bear  in  mind  that  this  committee  was  organized  m a period 
prior  to  the  time  that  these  purchases  were  made 
' Senator  Ferguson.  But  it  is  still  m existence. 

Mr  Ludwick.  Our  committee  has  gone  on. 

Senator  Ferguson.  Yes.  When  did  you  the^e 

Mr  Ludwick.  W^e  formed  om-  committee  in  Alarch  1942  and  these 

interests  in  there  in  some 

other  company  and  you  just  kept  them? 

Mr  TjUdwick.  Yes;  just  carried  on.  i . r 

Senator  Ferguson.  Wliy  do  you  not  have  some  independents  from 

^ Ah'ludwick.  Well,  we  have  found  that  what  we  needed  was 

“1errf«S.°No  represented,  just  so  they 

'"Mr^LunlicK.  Of  course,  we  want  a representative  committee  hut 
we  do  want  a representative  committee  that  will  act.  • 

You  will  find,  I think,  Senator,  that  your  active,  progressive  ind^^^^^ 
members  ordinarily  will  belong  to  a trade  association  and  I think  that 

TOU  will  probably  find  that  if  you  sought  a so-caUed 

California  you  would  have  a devil  of  a tune  findmg  one  ivho  would 

?"o'i  mL  travel  back  to  Washington? 

Mr  LrowicK.  Yes.  You  see,  these  industry  advisory  members 
have  to  contribute  their  time  and  they  have  to  pay  their  own  expenses 
Smator  Ferguson.  Do  you  think  that  is  the  proper  way  to  get 

mT^Ludwick.  It  is  the  best  way  that  we  know  (ff. 

* Seantor  Ferguson.  So  if  they  can  afford  to  pay  ^^eir  expenses  they 

o-pf  on  the  board  and  if  they  are  not,  they  are  not  represented. 
Mr.  Ludwick.  We  have  found  that  we  have  had  a mighty  good 

“Senator  Ferguson.  Were  you  here  when  they  testified  about  your 
Division  here  this  mornmg? 

Senator  F^^^^  Wliat  have  you  got 

War  Food  Administration  buying  grapes  at  $30.30  and  seUmg  me 

\Ir  ""ludwick.  Senator,  I haven't  a thing  to  say  about  it  because  I 
do  not  know  about  it.  Bear  in  mmd,  that  we  have  only  been  m ar 
Food  Administration  since  last  August. 

MrLuDVTS^'CwS 

docs  not  paL  through  my  office  at  f..  That  is  m the  Fruit  and  Veg- 

^ Senator  Ferguson.  Are  you  responsible  in  any  degree  for  the  price 
fixing  of  wine  or  grapes? 

92968 — 44 — pt.  2 6 
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Mr.  Ludwick.  I have  nothing  to  do  with  it  at  all. 

Senator  Ferguson.  What  are  your  duties? 

Mr.  Ludwick.  I tried  to  outline  them  awhile  ago.  My  duties  are 
to  try  to  ascertain  the  requirements  of  the  industries  and  seek  to  make 
them  available. 

Senator  Ferguson.  How  did  you  use  the  wineries  in  the  war  effort? 

That  is  what  you  said  your  duties  were.  How  did  you  do  that? 

Mr.  Ludwick.  We  did  it  in  several  different  ways.  We  had  several 
activities.  We  felt  that  one  of  them  was  the  conservation  of  glass 
through  our  standardization  order.  i 

Senator  Ferguson.  Do  you  think  going  from  gallons  to  fifths  was 
a conservation  of  glass? 

Mr.  Ludwick.  W'ell,  we  did  not  voluntarily  go  from  gallons  to 
fifths. 

Senator  Ferguson.  I am  asking  you  if  that  was  a conservation  of 
glass. 

Mr.  Ludwick.  It  was  not  a conservation  of  glass  but  it  was  a con- 
servation of  metal  in  the  over-all  picture. 

Senator  Ferguson.  How  do  you  mean  that? 

Mr.  Ludwick.  Prior  to  the  time  that  the  wineries  lost  the  avail- 
ability of  gallons  and  half  gallons,  your  antifreeze,  your  paints,  and 
your  oils  were  all  packed  in  tin  cans. 

Senator  Ferguson.  You  say  that  the  reason  that  the  wineries  went 
from  gallons  to  fifths  was  that  you  took  the  gallons  away  from  them? 

Mr.  Ludwick.  They  could  not  get  them;  yes,  sir. 

Senator  Ferguson.  That  is  what  happened? 

Mr.  Ludwick.  Yes;  they  took  all  of  that  production  and  moved  it 
over  into  these  other  commodities. 

Senator  Ferguson.  I do  not  see  how  you  helped  there,  if  they 
could  not  get  them.  You  did  not  have  anything  to  do  with  that. 

Mr.  Ludwick.  We  eliminated  all  these  multitude  of  molds  that 
were  being  used  for  these  odd  shapes  and  sizes. 

Senator  Ferguson.  That  te  one  thing  you  did. 

Mr.  Ludwick.  Yes. 

Senator  Ferguson.  What  else  did  you  do? 

Mr.  Ludwick.  Another  thing  we  engaged  in  was  to  encourage  the 
production  of  tartrate  materials.  i 

Senator  Ferguson.  WTiat  is  that? 

Mr.  Ludwick.  That  is,  tartaric  acid  and  cream  of  tartar.  You  see, 
prior  to  this  war  no  tartrates,  to  speak  of,  were  recovered  here. 

There  were  small  recoveries  but,  generally  speaking,  there  were  no 
tartrate  materials  recovered  in  this  country.  The  only  known 
source  of  tartrates  is  from  the  fermentation  of  wine.  I could  go  on 
and  give  you  a whole  long  story  on  that,  but,  roughly,  there  are 
three  steps  there. 

There  is  a deposit  in  the  fermenting  tanks  of  what  they  call  argols 
or  wine  stone  and  that  is  almost  pure  cream  of  tartar.  Of  course,  it 
has  to  be  refined.  That  can  be  chipped  off  and  recovered.  Then  the 
lees  which  form  in  the  bottom  of  the  tank  during  the  fermenting 
period  also  contain  a substantial  tartrate  content  and  then  out  of 
the  pomace,  which  is  the  seeds  of  the  grapes  and  stems  that  are 
pressed,  is  recovered  some  of  this  material. 

Senator  Ferguson.  So  you  got  that  for  the  War  Production  Board 
into  the  war  effort? 

Mr.  Ludwick.  Yes,  sir. 
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Senator  Ferguson.  What  else  did  you  do?  ^ , 

Mr  Ludwick.  Then  we  worked  with  the  Chemistry  Section  of 
the  War  Production  Board  in  making  available  for  the  distilleries,  m 
the  Middle  West,  this  still  equipment  which  Mr.  W ootton  told  you 

about  this  morning.  . , 

Senator  Ferguson.  You  mean,  taking  the  stills  from  these 

^^m”?-udwick.  From  the  California  wineries  and  fitted  them  into 
the  grain  distilleries.  You  see,  California  stills  are  practically  all 
high-column  stills  capable  of  producing  190-proof  spirits  because  they 
have  to  get  it  up  that  high  to  use  it  in  the  fortification  and  in  making 
their  brandy  whereas,  your  middle  western  stills,  a lot  of  Ih^i^ 
made  the  high  wines,  which  is  green  whisky,  and  they  codd  not  go 
up  to  190-proof,  so  the  Alcohol  Solvent  Section  of  the  Chemistry 
Branch  of  the  W^ar  Production  Board  wanted  to  get  some  oUhis  still 
equipment  so  they  could  build  up  the  stills  in  the  Middle  est  and 
produce  ethyl  alcohol  instead  of  these  high  wines. 

Senator  Murdock.  If  I could  interrupt  you,  with  Senator  I er- 

guson’s  consent? 

Senator  Ferguson.  Yes. 

Senator  Murdock.  Have  you  got  the  figures  and  the  information 
as  to  the  source  of  these  stills  that  came  from  Califorma? 

Mr.  Ludwick.  Senator,  I would  suggest  that  you  call  upon  Dr. 
Whitman  or  John  Boyer  of  the  Chemistry  and  Solvent  Section  ol  the 
War  Production  Board.  They  have  all  of  that  data. 

Senator  Murdock.  Dr.  W^hitman— and  who  is  the  other.'” 

Mr.  Ludwick.  John  Boyer,  B-o-y-e-r . • • ^ u • 

Senator  Murdock.  Where  did  that  movement  origmate,  to  brmg 

the  stills  from  California  into  the  Middle  WYst? 

Mr.  Ludwick.  Well,  it  originated  here,  of  course,  and  then  Mr. 
McNamara,  who  was  then  with  W^ar  Production  Board,  took  some 
assistants  with  him  and  they  had  all  of  their  statistical  dope  on  the 
stUls  in  Kentucky  and  the  Middle  WYst  that  they  wanted  to  boost  up. 
Senator  Murdock.  Wliere  was  Mr.  McNamara  at  that  tune. 

Mr.  Ludwick.  At  that  time,  Mr.  McNamara  was  with  the  War 

Production  Board  on  their  alcohol  program.  . . o i i 9 

Senator  Murdock.  He  was  a director,  was  he  not,  of  Schenley ' 

Mr.  Murdock.  No;  of  National.  • x j vu  +1 

Senator  Murdock.  So  that  he  had  something  to  do  with  the  accu- 

mulation  of  these  stills?  . , 

Mr.  Ludwick.  Yes.  He  went  out  there  and  found  the  particular 

stills  that  they  wanted  and  arranged  for  the  transfer  of  that  still 

equipment  to  the  Middle  West.  , . . 

Senator  Murdock.  So  Mr.  McNamara,  in  your  opinion,  could 
give  us  a lot  of  information  on  that? 

Mr.  Ludwick.  Yes;  I think  so. 

The  Chairman.  Wliere  is  he  now?  , x 1 1,  • 

Mr.  Ludwick.  Senator,  I do  not  know.  I understand  he  is  with 

National  now.  , 4. 

The  Chairman.  He  severed  his  connection  with  the  Government 

^^Mr.^LuDWiCK.  Yes,  sir;  my  recollection  is  he  went  back  about  last 

November.  ^ „ 9 

Senator  Ferguson.  Was  he  a doUar-a-year  man' 

Mr.  Ludwick.  I could  not  say. 
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Senator  Ferguson.  Are  you  a doUar-a-year  man? 

Mr.  Ludwick.  No,  sir. 

Senator  Ferguson.  You  are  a salaried  man? 

Mr.  Ludwick.  Yes,  sir. 

Senator  Ferguson.  I would  like,  if  I could,  to  go  back  to  this 
gallon  container  question. 

Mr.  Ludwick.  Yes,  sir. 

Senator  Ferguson.  I am  not  quite  clear  about  that.  You  mean 
they  took  the  firms  over  that  made  gallon  containers  and  had  them 
make  them  for  antifreeze,  and  so  forth.  Is  that  right? 

Mr.  Ludwick.  Yes;  that  is  right. 

Senator  Ferguson.  You  mean  the  same  companies  that  made  the 
quarts  and  the  fifths  could  not  make  gallons? 

Mr.  Ludwick.  They  did  make  them  but  they  had  a definite  limit 
to  the  amount  of  their  production.  These  bottles  are  made  from 
molds.  You  have  certain  molds  for  different  sizes.  The  War  Pro- 
duction Board  gave  a priority  for  these  big  sizes  to  industries  which 
were  manufacturing  what  they  considered  to  be  more  essential  com- 
modities and  they  got  the  first  call  on  the  bigger  bottles. 

Senator  Ferguson.  In  other  words,  the  War  Production  Board, 
m effect,  took  the  capacity  of  the  molds  away  from  the  wine  industry 
and  gave  it  to  another  business? 

Mr.  Ludwick.  That  is  right. 

Senator  Ferguson.  Then  you  placed  the  capacity  at  65  percent, 
did  vou  not? 

Mr.  Ludwick.  Yes,  sir;  the  War  Production  Board  did  that. 

Senator  Ferguson.  And  they  could  get  65  p<Tcent  as  many  bottles? 

Mr.  Ludwick.  As  they  had  gotten  in  a similar  base  period  in  1942. 

Senator  Ferguson.  And  when  you  took  the  gallons  away  from 
them,  that  meant  they  had  much  less  volume? 

Mr.  Ludwick.  Yes,  sir. 

Senator  Ferguson.  Is  that  right? 

Air.  Ludwick.  Yes;  that  is  right  because  the  quotas  were  based 
on  gross  bottles,  regardless  of  size. 

Senator  Ferguson.  So  then  the  man  who  had  had  his  business 
confined  to  the  gallon  business  instead  of  the  small  container  was 
practically  put  out  of  business? 

Mr.  Ludwick.  He  suffered  more  than  the  others,  but  those  cases 
were  handled  very  largely  through  appeals  to  the  Container  Branch 
of  the  War  Production  Board. 

Senator  Ferguson.  Did  they  get  relief? 

Air.  Ludwick.  Yes;  they  got  relief. 

Senator  Ferguson.  So  then  they  were  able  to  produce  and  to  sell 
wine? 

Air.  Ludwick.  Acs.  I do  not  think  anybody  was  hurt  very  badly. 
We  had  a similar  situation  when  we  took  the  steel  tank  cars  away 
from  them.  We  had  certain  wineries  out  there  who  had  engaged 
almost  exclusively  in  bulk  shipments  of  wine  in  the  West.  Some  of 
them  owned  their  own  cars  and  some  of  them  leased  them. 

Senator  Murdock.  Why  did  you  take  them  away  from  the  wineries? 

Air.  Ludwick.  Converted  them  to  more  essential  industries,  the 
movement  of  alcohol,  oil,  gasoline,  and  that  brought  about  a dislo- 
cation on  the  west  coast  insofar  as  the  wineries  were  concerned,  those 
W'ho  w-ere  shipping  in  bulk,  They  came  in  then  to  the  ar  Production 
Board  with  appeals  and  they  were  granted  additional  allocations.  Of 
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course,  there  they  ran  up  into  a situation  brought  about  by  the  pur- 
chase of  some  of  these  larger  wineries  and  some  who  had  been  selling 
largely  in  bulk  to  the  distilling  interests,  and  they  started  in  to  use 
their  wLisky  bottle  quota  for  the  bottling  of  wines,  which  we  stopped. 

Senator  Ferguson.  Do  I understand  that  the  regulations  may  have 
-stimulatpcl  the  distillers  in  being  able  to  go  out  there  and  buy  at  a 
I lower  price  because  of  the  distress? 

Air.  Ludwuck.  No;  I do  not  think  so. 

Senator  Ferguson.  How  do  you  account  for  the  distillers  going 

into  really  a competitive  business?  ^ 

• Air.  Ludwick.  Let  me  answ^er  the  first  part  of  your  question  first 

and  then  I will  come  back  to  the  second  question.  , , o i 

You  see,  this  bottle  order  did  not  come  in  until  June  of  1943  and 
practically  all  of  these  transactions  had  taken  place  prior  to  that 
To  get  to  your  second  question,  that  is  a matter  of  conjecture.  Aly 
guess  on  it  is,  and  it  is  only  a guess  and  anybody  else’s  guess  is  as  good 
as  mine,  but  all  of  their  facilities  were  taken  over  by  the  \\  ar  Produc- 
tion Board  and  they  were  not  permitted  to  manufacture  any  more 
beverage  alcohol,  they  had  their  stocks  which  they  felt  they  should 
limit  and  hold  back  in  order  to  continue  business  over  a period  of 
years  and  they  had  their  distribution  set-up.  I just  guess  that  they 
figured— “well,  let's  go  out  and  buy  some  wineries  and  then  w^e  will 
have  some  w^ine  to  feed  in  through  our  regular  channels. 

Senator  Ferguson.  Not  to  make  alcohol? 

Air.  Ludwick.  That  probably  had  something  to  do  with  it,  too. 
Senator  Ferguson.  Do  you  know  now  what  the  situation  is  for 

Are  they  in  a position  to  give  more  bottles?  , . , ^ , , ,, 

Air.  Ludwick.  Yes.  The  present  order — I think  I would  rather 
give  that  to  you  gentlemen  in  executive  session  because  the  order  is 
not  yet  out  and  ordinarily,  they  do  not  like  to  reveal  what  the  quotas 

will  be. 

Senator  Ferguson.  It  wfill  grant  relief.'  . , , , 

Air.  Ludwick.  The  situation  is  improving  considerably;  yes,  sir. 

. Senator  AIurdock.  Alay  I ask  this  question,  Mr.  Chairman? 

The  Chairman.  Yes,  Senator  AIurdock.  * 

Senator  AIurdock.  Were  you  interested  at  all  m the  quantity  or 

grapes  allocated  for  beverage  purposes? 

* Air.  Ludwick.  No.  _ • i.  4.  no 

Senator  AIurdock.  You  had  no  interest  in  that  at  all. 

Mr.  Ludwick.  Had  nothing  to  do  with  it. 

Senator  AIurdock.  Who  would  handle  it?  , , ,.1  -rr 

Mr.  Ludwick.  The  Fresh  Fruit  and  Vegetable  Branch  of  the  V ar 

Food  Administration.  , „ 

Senator  AIurdock.  As  I understand  your  functions,  then,  they 

did  not  come  into  play  at  all  until  the  grapes  were  converted  into  a 

^^Mn ^Ludwick.  That  is  right;  and  for  that  reason,  I am  afraid 
I cannot  be  as  helpful  to  this  committee  as  I would  like. 

Senator  AIurdock.  Prior  to  conversion  of  grapes  mto  beverage, 

you  had  ilothing  to  do  wfith  it? 

Mr.  Ludwick.  Nothing  whatever.  , . t-.  i xf.. 

Senator  AIurdock.  Let  me  ask  you  this;  Do  you  know  Mr. 

Wootton? 

Mr.  Ludwick.  Yes,  I know  Air.  Wootton. 
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Senator  Murdock.  Have  you  been  acquainted  with  him  for  a 
long  time? 

Mr.  Ludwick.  Not  a long  time,  hut  I would  say  about  2 years. 

Senator  Murdock.  Have  you  been  intimately  acquainted  with  him 
during  the  last  2 years? 

Mr.  Ludwick.  I have  had  quite  a bit  to  do  with  him  because  he 
was  frequently  in  contact  with  my  office  regarding  requirements  of 
the  various  members  of  the  institute. 

Senator  Murdock.  And  you  have  seen  a great  deal  of  him  in  the 
last  couple  of  years? 

Mr.  Ludwick.  Yes;  I would  say  so. 

Senator  Murdock.  Have  you  been  together  frequently? 

Mr.  Ludwick.  Yes;  I would  say  so. 

Senator  Murdock.  And  had  dinner  with  him  frequently? 

Mr.  Ludwick.  A few^  times,  I think. 

Senator  Murdock.  Do  you  know  Mr.  McNamara? 

Mr.  Ludwick.  I know  him  casually. 

Senator  Murdock.  Do  you  see  much  of  him? 

Mr.  Ludwick.  No,  sir. 

Senator  Murdock.  Do  you  go  out  with  him  socially? 

Mr.  Ludwick.  No,  sir. 

Senator  Ferouson.  Wlio  is  the  lobbyist  here  in  Washington  for  the 
Big  Four? 

Air.  Ludwuck.  I could  not  tell  you  that. 

Senator  Ferguson.  Who  is  the  lobbyist  for  the  wine  interests? 

Mr.  Ludwick.  I do  not  know  that  they  have  any. 

Senator  Ferguson.  Am  I using  a term  that  you  do  not  understand, 
“lobbyist”? 

Mr.  Ludavick.  I think  I understand  it  perfectly.  Senator. 

Senator  Murdock.  Would  you  consider  Mr.  Wootton  a lobbyist? 

Mr.  Ludwick.  No,  sir. 

Senator  Murdock.  How  do  you  classify  him? 

Mr.  Ludwick.  As  an  industry  representative. 

Senator  AIurdock.  Is  that  not  just  a polite  name  for  a lobbyist? 

Mr.  Ludwick.  No,  sir. 

Senator  Murdock.  Wliat  is  the  difference? 

Air.  Ludwick.  I think  there  is  a vast  difference. 

Senator  Murdock.  A vast  difference? 

Air.  Ludwick.  Yes,  sir.  I think  it  depends  entirely  on  the 
character  of  the  operation. 

Look,  here  is  my  connection  with  Air.  Wootten.  He  comes  down 
to  the  office 

Senator  AIurdock.  I do  not  mean  to  imply  there  is  anything 
improper  about  it. 

Mr.  Ludwick.  No;  but  that  helps  answer  your  question.  He 
comes  down  with  an  appeal  from  one  of  his  industry  members  out 
there  who  is  up  against  it  for  glass  because  of  certain  changed  condi- 
tions, such  as  we  have  already  discussed,  and  he  tells  me  his  story. 
Then  I follow  through  and  I check  with  the  War  Production  Board 
and  I call  to  their  attention  the  fact  that  this  vintner,  in  my  opinion, 
does  need  some  more  glass  and  I keep  on  their  trail  trying  to  get  the 
appeal  out  for  them  if  I think  it  is  reasonable. 

In  my  section,  we  pass  on  all  of  the  so-called  PDIA  applications 
for  materials  to  be  used  in  repairs  and  I also  have  to  approve  or 
disapprove  the  PD-200  applications  which  are  project  applications. 
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He  has  a member  who  wants  to  expand  his  winery  capacity.  He 
brings  it  down  to  me  and  tells  me  the  story  and  I say,  we  wUl  not , 
recommend  any  expansion  in  the  alcoholic  beverage  field  during 
this  period  of  emergency  because  we  think  there  is  enough  capacity 
to  take  care  of  the  available  production. 

Activity  of  that  sort,  I do  not  consider  lobbying. 

Senator  AIurdock.  I have  nothing  more.  Air.  Chairaan.  . 

The  Chairman.  You  are  the  head  of  the  Wine  and  Distilled  Spirits 

Section,  is  that  it?  . , o ^ j t 

Air.  Ludwick.  There  are  two  sections  there.  Senator,  and  i am 

chief  of  each.  . . 

The  Chairman.  What  is  Distilled  Spuits  Section.'’ 

Mr.  Ludwick.  It  is  a similar  set-up  to  the  Wine  Section. 

The  Chairman.  Is  that  whisky,  or  what? 

Mr.  Ludwick.  Yes,  that  is  whisky,  whisky  and  gin  and  cordials. 

The  Chairman.  AWiat  do  you  have  to  do?  You  have  described 
your  activities  with  wine,  what  do  you  have  to  do  with  whisky.*^ 

Mr.  Ludwick.  Substantially  the  same  thing. 

The  Chairman.  Did  you  O.  K.  the  vacation  period  that  was 
defeated,  under  cover  of  night,  that  we  have  all  heard  about? 

Air.  Ludwick.  Senator,  you  are  asking  me  a very  embarrassing 

question.  i r • * 

The  Chairman.  I do  not  want  to  embarrass  you  but  i am  mter- 

ested.  Did  you  O.  K.  it  or  not?  ^ 

Mr.  Ludwick.  No,  sir.  That  is,  it  was  not  for  me  to  D.  Iv.  ^ 
The  Chairman.  Was  it  0.  K.’d  by  your  Department,  then.  War 

Food  Administration?  ^ j 

Air.  Ludwick.  I understand  that  Judge  Jones  had  something  to  do 

with  that;  yes,  sir.  t j u 

The  Chairman.  We  are  going  to  have  Air.  Jones  down  here. 

Senator  Ferguson.  Why  was  that  an  embarrassmg  question? 

Mr.  Ludwick.  Well,  because  sometimes  you  are  not  entirely  m 
accord  with  the  action  of  your  superiors  but,  in  our  governmental 
set-up,  the  boss  has  the  say-so. 

Senator  Ferguson.  Do  I underetand,  then,  that  you  were  not  m 

sympathy  with  approval?  . j t r « 

Mr.  Ludwick.  Senator,  I said  that  was  embarrassing,  and  I prefer 

not  to  answer. 

Senator  Ferguson.  It  was  approved,  though 
Air.  Ludwick.  It  was  not  approved,  the  holiday. 

Senator  Ferguson.  By  the  War  Food  Admmistration,  but  you 

did  not  approve  it?  , „r  i a j • • ^ « 

The  Chairman.  It  was  defeated  by  the  ^\  ar  Food  Administration. 

Air.  Ludwick.  I suggest  you  ask  Judge  Jones,  who  can  answer  that 

much  better  than  I.  , ,,  i f -a 

The  Chairman.  You  can  answer  the  other  phase  of  it  it  was 

approved  by  the  War  Production  Board,  was  it  not? 

Air.  IaUdwick.  I think  I can  say  that  it  was  suggested  by  the  W ar 

Production  Board.  , ? 

The  Chairman.  You  would  not  want  to  go  any  further  than  thatf 

Mr.  Ludwick.  No.  • • i v. 

The  Churman.  All  right;  we  will  have  the  originals  here. 

Senator  Ferguson.  Did  Air.  AIcNamara  have  anything  to  do 
with  that  suggestion? 
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Mr.  Ludwick.  I doubt  it. 

Senator  Ferguson.  Who  would  have  the  power  to  suggest  that!’ 
Mr.  Ludavick.  Well,  there  were  several  governmental  agencies 
involved.  Defense  Supply  Corporation  was  very  much  interested 
in  that  and  the  Alcohol  and  Solvent  Section  of  the  War  Production 

Board.  . , , , r -kt  i j 

Senator  Ferguson.  You  do  not  think  Mr.  Mclsamara  had  any- 
thing to  do  with  that?  i j-  i 4. 

Mr.  Ludwick.  I would  not  know.  As  far  as  I know,  no;  he  did  not 

have. 

Senator  Ferguson.  Do  you  know  the  time? 

Mr.  Ludwick.  Yes,  sir. 

Senator  Ferguson.  When  was  it? 

Mr.  Ludwick.  It  was  being  discussed  in  the  latter  part  of  August 
1943,  because  I prepared  some  data  and  some  memoranda. 

Senator  Ferguson.  \Mien  did  Mr.  McNamara  leave? 

Mr.  Ludwick.  I am  not  sure  of  that.  I do  not  believe  he  was  over 
there  at  that  time.  I could  not  answer  that  definitely. 

The  Chairman.  Mr.  Celia,  president  of  the  Roma  Wine  Co.  at 
Fresno,  Calif.,  is  on  your  advisory  committee? 

Mr.  Ludwick.  Yes;  on  the  wine  advisory  committee.  You  see, 
we  have  two.  We  have  distilled  spirits  and  we  have  wine. 

The  Chairman.  And  he  is  also  on  what  other  advisory  committee, 

the  one  for  the  O.  P.  A?  , i • t 

Mr.  Ludwick.  Yes;  we  have  a mutual  membership.  In  other 

words,  we  have  an  agreement  between  War  Food  Administration  and 
O.  P.  A.  to  use  the  same  individuals  on  our  membership  advisory  com- 
mittees, because  in  that  way  we  can  frequently  hold  our  meetings  at  the 
same  time  and  get  these  individuals  back  and  we  cooperate  in  select- 
ing our  members.  , . . 1 x>  a a 

Senator  Ferguson.  The  same  membership  in  the  D.  r.  A.  ana 

War  Food  Administration? 

Mr.  Ludwick.  Yes;  the  same  membership. 

The  Chairm.an.  Wlio  selected  these  members? 

Mr.  Ludwick.  I selected  all  of  the  wine  industry  advisory  com- 
mittee members  myself,  because  I set  that  up,  you  see,  before  O.  P.  A. 
set  up  their  committees,  so  they  just  took  our  membership  and  set  up 
their  own  committee. 

The  Chairman.  And  in  that  committee,  do  you  discuss  policies 
and  future  activities  and  regulations  and  rules  and  curtailments  or 
expansions,  and  things  like  that? 

Mr.  Ludwick.  To  some  extent;  yes,  sir.  , 

The  Chairman.  It  is  pretty  advantageous  for  a representative  ot 

Schenley  to  be  on  both  committees,  is  it  not? 

Mr.  Ludwick.  It  is  an  advantage  to  a member  to  be  on  a committee. 

They  get  an  insight  of  what  is  going  on.  , . , . . 

The  Chairman.  Let  me  ask  you  something  which  is  just  common 

sense. 

You  lived  in  California? 

Mr.  Ludwick.  Yes,  sir.  , , 1 j 

The  Chairman.  Did  you  hear  these  letters  that  have  been  read 

here  and  the  one  from  a representative  of  the  growers  of  a certain  kind 
of  grapes,  the  letter  that  was  read  this  morning? 

Mr.  Ludwick.  Yes,  sir. 

The  Chairman.  Is  that  true,  that  situation  out  there? 
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The  Chairman.  W hat?  briefly. 

Mr.  Ludwick.  Well,  Senator,  1 saving— and  I know  I am 

The  Chairman.  Am  I right  f ^i;it  th^  ih  is^flooded  with  letters 
right  about  this  in  saying  tha  ^rowers  ot  grapes  pro- 

start  talMng  about  a holiday.  , 

The  Chairman.  Is  it  for  or  agamst  it. 

\Tr  Tjttdwick.  YTell,  it  is  both.  ^ i • i,  9 

IrL”  I wa.  say.  are  the 

"TnatOTKonsOT  K thrdUtiliera  against  the  holiday? 

S'SSnaoK?  £0  y‘S  i>ail  SoS  ^distillers? 

TOa&ur  adv«ry  committee  on  the  liquor 

Vmi  bqve  an  advisory  committee i 

IrS-tSsiSS  . 

hare  heard  discussion  on  it  outsWe 

Senator  Ferguson.  Is  not  that  one  oi  me  luui„ 

Lu“no“  LTr^ommittee.  It  might  be  discussed  in  the 

alcohol  committee  of  the  War  Production  Board. 

^ Senator  Ferguson.  Is  that  the  same  committee? 

MfLuDWiS  No,  sir;  that  is  a difterent  committee. 

Senator  Ferguson.  It  has  different  persoimel. 

Senate^  Ferguson.  How  Hiany  are  on  are  about  a 

Mr.  Ludwick.  I cannot  answer  that,  i tnmK  me 

^^Senator  Ferguson.  Are  you  on  that? 

Mr.  Ludavick.  No.  tVip  “Bis  Four”  on 

The  Ch.airman.  Is  any  representative  of  the  r 

‘"iSSu  ' «Te  ^:.S::Fa®drrhere  to  find  out  about 

"K  Are  there  any  other  q—  in 

y/uJ  mS  « di^&erbem  m fruit  spirits 
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distilled  from  ^apes  as  a substitute  for  the  neutral  spirits  that  were 
formerly  used  by  them  in  the  blending  of  whisky? 

• Yes,  sir.  I think  they  certainly  must  be  interested 

m It,  but  at  the  present  moment,  I doubt  if  they  are  actively  interested 
m it. 


Senator  Ferguson.  You  mean  by  that  they  are  just  waiting  for  an 
opportunity  to  use 

^Ir.  Ludwick  (interposing).  At  the  present  time,  they  are  buying 
for  importation  from  Cuba  and  other  points.  They  are  buying  grain 
spirits  for  blending  purposes  and  importing  them. 

Senator  M urdock.  Grain  spirits? 

Mr.  Ludwick.  Well,  they  are  made  from  molasses. 

Senator  Ferguson.  You  mean  they  are  bringing  in  neutral  spirits 
in  that  way? 

Mr.  Ludwick.  Yes;  they  are  bringing  in  neutral  spirits. 

Senator  Ferguson.  How  much  are  they  bringing  in? 

M^  Ludwick.  You  could  get  that  from  the  Alcohol  Tax  Unit,  from 
Mr.  Berkshire. 

Senator  Murdock.  Do  you  know  anything  about  the  fact  that  the 
iiig  rour  distillers  that  have  gone  into  the  wine  industry  have  used 
fruit  spirits  distilled  from  grapes  for  the  purpose  of  blending  whisky? 

Mr.  Ludwick.  I would  not  have  any  information  on  that.  I under- 
stand that  it  has  been  used  to  some  extent. 

Senator  Murdock.  Was  it  ever  used  prior  to  the  time 

Mr.  Ludwick  (interposing).  No. 

Senator  Murdock.  It  never  was;  was  it? 

Air.  Ludwick.  No.  Because  it  is  so  much  more  expensive  to  make 
fruit  spirits  than  it  is  to  make  grain  spirits. 

_ Senator  Murdock.  I understand  that.  Where  could  you  get  that 
mformation? 

Mr.  Ludwick.  I do  not  know. 

Senator  Murdock.  It  seemed  from  a description  of  your  functions 
down  there,  that  that  is  the  very  thing  that  you  would  know  some- 
thing about. 


Mr.  Ludwick.  No;  we  do  not  have  anything  to  do  with  that  at  all. 
Senator  AIurdock.  You  have  nothing  at  all  to  do  with  it? 

Mr.  Ludwick.  My  guess  is  the  only  way  you  could  get  that  informa- 
tion would  be  to  subpena  certain  distillers  and  ask  them. 

Senator  Murdock.  I think  certainly  that  is  the  best  source. 

I J^ot  believe  anybody  else  would  have  it. 

^“6  Chairman.  Do  you  have  anything  to  do  with  industrial 
alcohol? 


Mr.  Ludwick.  No. 

The  Chairman.  Not  a thing? 

Mr.  Ludwick.  Not  a thing. 

The  Chairman.  Then,  I will  not  ask  my  question. 

Air.  AIattice.  Alay  I check  with  this  gentleman  on  this  advisory 
committee  membership  and  see  if  I have  the  correct  list? 

I am  reading  from  a mimeographed  sheet  from  the  War  Food  'Ad- 
ministration which  bears  the  date  of  July  26,  1943.  It  is  headed 
Aiembership  list  of  the  distilled  spirits  industry  advisorv  com- 
mittee.” Is  that  one  of  the  committees  we  have  been  talking'about? 

Air.  Ludwick.  Yes. 

Mr.  AIattice.  A.  Smith  Bowman,  Sunset  Hills  Farm,  Fairfax 
County,  Va. 
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Air.  Ludwick.  That  list  is  no  good,  Counselor. 

Mr.  AIattice.  That  is  not  the  correct  list? 

Air.  Ludwick.  No;  because  we  just  recently  made  a number  of 

changes.  , • , o 

Air.  AIattice.  as  this  the  list  at  this  date.^ 

Air.  IjUdwick.  That  was  the  list  then.  » o vu 

Air  Mattice.  July  26,  1943,  and  on  that  date  it  was  A.  k.mitn 
Bowman,  of  Fairfax  County,  Va.;  Owsley  Brown,  president  of  Brown- 
Forman  Distillere  Corporation,  Louisville,  Ky.;  Joseph  A.  Engelhard, 
secretary-treasurer  of  Glenmore  Distilleries  Co.,  Louisville,  Ly. ; 
D J Gunson,  president  of  Continental  Distilling  Corporation,  rhil- 
adelphia  Pa.;  Harry  C.  Hatch,  president  and  chairman  of  the  board 
of  Hiram  Walker  & Sons,  Inc.,  Detroit,  Alich  ; Warren  Oak^s,  presi- 
dent of  Fleischmann  Distilling  Corporation,  New  ^rk,  N.  Y.;  beton 
Porter,  president  of  National  Distillers  Products  Corporation,  JNew 
York;  John  J.  Quinlan,  vice  president  of  Century  D^tilling  Co., 
Chicago,  111.;  Lewis  S.  Rosenstiel,  Schenley  Distillers  Corpomfion, 
New  A'ork;  Julian  P.  Van  Winkle,  president  of  Stitzel-Weller  Distil- 
lery, Louisville,  Ky.;  W.  H.  Veeneman,  chairman  of  the  bos^d  of 
directors  of  Frankfort  Distilleries,  Inc.,  Louisville,  Ky.;  and  H.  E. 
V illkie,  vice  president,  Joseph  E.  Seagram  & Sons,  Inc.,  Louisville,  Ky. 

That  is  the  way  it  was  at  that  time?  . , , i • 

Mr.  Ludwick.  I think  it  was.  I was  not  chief  of  this  section  at 

^^Mr.  AIattice.  Is  the  Willkie  mentioned  here  related  to  Wendell 
Willkie? 

Air.  Ludwick.  He  is  a brother.  , tu  x>  tj 

Senator  Ferguson.  Do  you  know  if  Air.  Celia  is  on  the  V\ . ir.  x>. 
or  O.  P.  A.  as  well  as  on  your  advisory  committee? 

Air.  Ludwick.  He  is  on  O.  P.  A.  He  is  on  the  wine-mdustry,  com- 
mittee. , . , • txr  T>  r»r 

Senator  Ferguson.  I have  information  he  is  on  W.  1 . E.  Ui  course 

that  would  give  Schenley  access  to  everything  on  the  three  com- 

mittees.  . , . , ^ ^ u * 

Mr.  Ludwick.  I have  the  im.pression,  which  I am  not  sure  about, 

that  Air.  Celia  is  no  longer  on  that  committee  and  that  he  was  replaced 
by  Lou  Petri  from  California,  but  I may  be  wrong  on  that. 

The  Chairman.  Air.  AIattice,  do  you  have  any  other  questions.' 
Air.  AIattice.  Just  this  one  thing.  I have  here.  Air.  Ludwuck,  a 
list  which  I think  you  prepared  for  us  on  the  membership  of  the  wine- 
industry  advisory  committee.  I recall  you  saying  that  there  were 
two  on  there  who  are  connected  with  wineries,'  and  I suppose  you  w ere 
referring  to  California  wineries.  There  are  some  others,  on  here,  but 

they  are  not  California  men;  is  that  correct?  , t j-  r/  j 

f notice  on  here,  for  instance,  L.  K.  Alarshall,  of  Lodi,  Lalif.,  and 
E.  Stewart  Underhill,  Urbana  Wine  Co.,  Haiimiondsport,  N.  Y.  1 hat 
is  up  in  the  Finger  Lakes  region? 

Air.  Ludwick.  Yes. 

Air.  AIattice.  And  Herman  Wente,  of  Livermore,  Calif.,  so  the 
membership  there  is  not  limited  to  the  two  you  have  mentioned. 
The  others  are  in  the  business? 

Air.  Ludwick.  Yes.  , . , i , .• 

Mr.  AIattice.  But  they  are  not  connected  wuth  the  four  distillers; 

that  is  what  the  question  was  directed  to,  I think. 

Mr.  Ludwick.  Yes. 
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Mr.  Mattice,  Is  that  list  correct,  if  you  will  glance  at  it  a moment, 
so  I will  know  if  it  is  correct? 

Mr.  Ludwick.  That  is  right. 

Mr.  Mattice.  That  list  is  correct? 

Mr.  Ludwick.  Yes. 

The  Chairman.  Is  that  in  the  record? 

Mr.  Mattice.  That  is  not  in  the  record,  and  I believe  it  would  be 
well  to  have  it  in  the  record. 

(The  list  referred  to  is  as  follows:) 

Membership  List  of  the  Wine  Industry  Advisory  Committee,  Government 

Chairman,  Frank  M.  Ludwick 

W.  B.  Bridgman,  manager,  Upland  Winery,  Sunnyside,  Wash. 

J.  B.  Celia,  president,  Roma  Wine  Co  , Post  Office  Box  1592,  Fresno,  Calif. 

B.  V.  Granfield,  Engels  & Krudwig  Wine  Co.,  Sandusky,  Ohio. 

Lee  Jones,  president  and  general  manager,  Shewan-Jones,  Inc.,  85  Second  Street, 
San  Francisco,  Calif. 

Horace  A.  Lanza,  president  Italian  Vineyard  Co.,  Inc.,  815  Transamerica  Building. 
John  A.  Margolis,  president  Bisceglia  Bros.  Corporation,  Twelfth  Street  and 
Sedgley  Avenue,  Philadelphia,  Pa. 

L.  K.  "Marshall,  manager,  Bear  Creek  Vineyard  Association,  Lodi,  Calif. 

J.  Campbell  Moore,  vice-president  Garrett  & Co,,  Inc.,  882  Third  Avenue, 
Brooklyn,  N.  Y. 

Louis  Petri,  vice  president  and  general  manager,  Petri  Wine  Co.,  Inc.,  901  Battery 
Street,  San  Francisco,  Calif. 

Walter  E.  Taylor,  general  manager.  Fruit  Industries,  Ltd.,  900  Minnesota  Street, 
San  Francisco,  Calif. 

E.  Stewart  Underhill,  Jr.,  president,  Urbana  Wine  Co.,  Inc.,  Hammondsport,  N.  Y- 
Herman  L.  Wente,  Wente  Bros.,  Livermore,  Calif. 

Oct.  18,  1943. 

Mr.  Ludwhck.  Just  in  passing,  would  you  like  to  have  me  send 
you  a correct  list  on  the  distilled  spirits,  of  the  committee? 

Mr.  Mattice.  Y^es,  I would;  and  may  that  go  into  the  record  at 
this  point  also? 

The  Chairman.  It  may,  as  soon  as  he  produces  it. 

(The  list  referred  to  is  as  follows:) 

Distilled  Spirits  Industry  Advisory  Committee  (Food  Distribution 

Administration) 

Hugh  Adams,  vice  president,  Fruit  Industries,  Ltd.,  900  Minnesota  Street, 
San  Francisco,  Calif. 

A.  Smith  Bowman,  proprietor,  A.  Smith  Bowman  Distilling  Co.,  Sunset  Hills, 
Fairfax  County,  Va.  Owsley  Brown,  president,  Brown-Forman  Distillers 
Corporation,  Louisville,  Ky. 

J.  B.  Deacon,  vice  president,  Schenley  Distillers  Corporation,  Empire  State 
Building,  350  Fifth  Avenue,  New  York,  N.  Y. 

Joseph  A.  Engelhard,  Secretary-Treasurer,  Glenmore  Distilleries  Co.,  Inc., 
Post-office  Box  900,  Louisville,  Ky. 

L.  J.  Gunson,  president,  Continental  Distillers  Corporation,  Philadelphia,  Pa. 
Frank  Handren,  president,  Park  & Tilford  Distillers,  Inc.,  548  West  Forty-fourth 
Street,  New  York,  N.  Y. 

Warren  Oakes,  president,  Fleischmann  Distilling  Corporation,  595  Madison 
Avenue,  New  York,  N.  Y. 

Eric  Staiton,  National  Distillers  Producing  Corporation,  120  Broadway,  New 
York,  N.  Y. 

Julian  P.  Van  Winkle,  president,  Stitzel-Weller  Distillery,  station  D,  Louisville, 
Ky. 

HovWd  Walton,  vice  president,  Hiram  Walker  & Sons,  Inc.,  Penobscot  Building, 
Detroit,  Mich. 

H.  F.  Willkie,  vice  president,  J.  E.  Seagram  & Sons,  Inc.,  Seventh  Street  Road^ 
Louisville,  Ky. 


Senator  Ferguson.  Will  you  check  also  those  on  W.  P.  B.  and 
O P A.? 

Mr.  Ludwick.  I do  not  need  to  check  the  O.  P.  A.  We  check  all 
the  time;  we  never  make  a change  unless  we  check  together. 

Senator  Ferguson.  I would  like  to  have  it  checked  for  those  on 
W.  P.  B.  That  will  show  the  interlocking  directors. 

Mr.  Ludwick.  On  the  alcohol  committee. 

The  Chairman.  Are  there  any  further  witnessess? 

Mr.  Mattice.  No. 

The  Chairman.  Thank  you  very  much,  Mr.  Ludwick. 

The  committee  will  rise  until  the  fore  part  of  next  week. 
(Whereupon,  at  4:20  p.  m.,  the  committee  adjourned.) 
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WEDNESDAY,  JANUARY  19,  1944 

United  States  Senate, 

Subcommittee  of  the  Committee  on  the  Judiciary, 

Washington,  D.  C. 

The  committee  met,  pursuant  to  call,  at  10:40  a.  m.  in  the  caucus 
room.  Senate  Office  Building,  Senator  Frederick  Van  Nuys  (chair- 
man) presiding. 

Present:  Senators  Van  Nuys  (chairman),  Murdock,  Ferguson,  and 
Kilgore. 

Present  before  the  subcommittee  was  Wilson  D.  Sanderson. 

The  Chairman.  The  committee  will  come  to  order. 

TESTIMONY  OF  WILSON  D.  SANDERSON,  HEAD  OF  THE  BEVERAGE 

SECTION  OF  THE  FOOD  PRICE  DIVISION,  OFFICE  OF  PRICE 

ADMINISTRATION 

(Mr.  Sanderson  was  duly  sworn.) 

Mr.  Mattice.  You  may  state  your  name,  please. 

Mr.  Sanderson.  Wilson  D.  Sanderson. 

Mr.  Mattice.  You  are  connected  with  the  Office  of  Price  Adminis- 
tration, are.  you  not,  Mr.  Sanderson? 

Mr.  Sanderson.  Yes,  sir. 

Mr.  Mattice.  And  what  is  your  position  there? 

Mr.  Sanderson.  Head  of  the  Beverage  Section  of  the  Food  Price 
Division. 

Mr.  Mattice.  How  long  have  you  held  that  position? 

Mr.  Sanderson.  Since  Monday  morning. 

Mr.  Mattice.  Prior  to  that  time,  what  was  your  position? 

Mr.  Sanderson.  I have  been  connected  with  the  Beverage  Section 
since  it  was  organized  on  May  8,  1942. 

Mr.  Mattice.  In  what  capacities,  during  that  period  prior  to  last 
Monday,  have  you  served? 

IMr.  Sanderson.  In  various  capacities;  originally  as  head  of  the 
section,  then  as  assistant  to  the  head  of  the  section  after  September  22, 
1942;  further  as  senior  business  specialist  in  charge  of  ice  and  wine 
during  the  early  part  of  1943  and  later,  in  1943,  assistant  to  the  head 
of  the  section. 

Mr.  Mattice.  Then  you  have  had  something  to  do  with  the  matter 
of  establishing  what  are  called  ceiling  prices  on  intoxicating  bevera;, 
at  the  time  that  was  done? 

Mr.  Sanderson.  As  part  of  the  Beverage  Section  I have  been  con- 
nected with  the  promulgation  of  all  the  regulations  which  the  section 
has  issued. 
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Mr.  Mattice.  When  was  the  first  regulation  promulgated? 

Mr.  Sanderson.  The  first  regulation  alFecting  the  distilled  spirits 
was  the  General  Maximum  Price  Regulation  which  was  issued  on 
April  28,  1942  and  took  effect  at  the  processor  and  wholesale  level 
on  May  11,  1942,  and  at  the  retail  level  on  May  18,  1942. 

The  effect  of  this  regulation  was  to  frtjeze  prices  at  the  highest 
price  charged  by  the  seller  during  the  month  of  March  1942. 

Mr.  Mattice.  How  long  did  that  schedide  or  set-up  continue  until 

there  was  a change  made?  , ^ • 

Mr.  Sanderson.  The  first  change  made  was  the  issuance  of  Maxi- 
mum Price  Regulation  No.  193,  which  regulation  was  issued  on 
August  1,  1942,  and  became  effective  on  August  5,  1942. 

A brief  description  of  that  regulation  is  that  it  incorporated  the 
maximum  prices  for  all  sales  of  distilled  spirits  under  a separate 
document,  eliminating  it  from  the  General  Maximum  Price  Regula- 
tion, maintaining  for  the  most  part  the  same  pricing  provisions  as 
had  obtained  under  the  General  Maximum  Price  Regulation,  but  it 
did  add  specifically  two  or  three  different  procedures  which  were 
not  contained  in  the  previous  pricing  methods.  The  principal 
reason  for  the  issuance  of  this  document  was  to  provide  a means  fur 
pricing  distilled  spirits  in  which  neutral  spirits,  which  were  no  longer 
available,  might  be  replaced  by  the  other  available  spirits;  narnely, 
high  wines,  and  a procedure  was  adopted  which  permitted  the  addition 
of  the  increased  cost  for  that  substitution. 

Mr.  Mattice.  Will  you  describe  for  us,  briefly  and  in  your  own 
way,  how  that  regulation  of  the  date  you  gave  in  1942  was  arrived 
at?  What  I mean  by  that  is,  who  made  the  order  and  on  what  basis 
did  he  act,  what  advice  and  whose  recommendations,  and  so  forth? 

Mr.  Sanderson.  A fairly  substantial  segment  of  the  industry 
representing  the  rectifiers  and  producers  of  gin  at  that  time,  repre- 
sented, by  petitions  and  by  personal  contacts  with  the  W^ashington 
office  and  with  our  regional  offices,  that  they  were  unable  to  secure 
neutral  spirits  because,  under  the  existing  W.  P.  B.  orders  the  manu- 
facture of  neutral  spirits  for  beverage  purposes  had  been  discontinued. 
It  would  have  been  necessary  to  stop  the  production  of  items  of  di^ 
tilled  spirits  containing  neutral  spirits  in  the  case  of  those  firms  which 
did  not  have  a substantial  inventory  of  neutral  spirits. 

Representations  made  to  our  section  indicated  that  high  wines,  so 
called,  that  is,  spirits  distilled  at  less  than  190°  proof,  might  continue 
to  be  available;  that  these  high  wines  would  have  a substantially  higher 
cost  than  the  cost  of  the  neutral  spirits;  that  the  industry  was  um^le 
to  absorb  these  differences  on  the  ceiling  prices  in  March  at  which  they 
were  frozen;  that  they  could  continue  manufacture  if  allowances  were 

made  for  the  difference  in  the  cost.  i,  -xi  j 

A study  was  made  of  these  costs;  actual  invoices  were  submitted 
by  many  of  the  firms  applying  for  the  price  change,  and  after  clearance 
of  the  policy  of  allowing  the  increase,  this  regulation  was  issued  which 
provided  that  that  additional  cost  should  be  added  to  the  March  price 
established  for  those  items  in  which  the  high  wines  were  substituted 

for  neutral  spirits.  j .i 

Mr.  Mattice.  Let  me  interrupt  you  there  to  ask  who  made  those 

recommendations  which  you  mentioned  concerning  their  inability  to 
proceed  on  the  basis  of  the  prices  as  they  had  been  frozen  at  the 
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March  level?  You  say  that  recommendations  and  suggestions  were 
made  to  your  Oflice.  Who  made  those  recommendations  and  sug- 
gestions? 

Mr.  Sanderson.  They  were  made  by  individual  companies  and 
through  the  League  of  Distilled  Spirits  Rectifiers,  representing  a 
substantial  number  of  the  users  of  the  commodity  and  the  manu- 
facturers of  the  type  of  distilled  spirits  in  which  this  substitution  was 
made. 

Mr.  Mattice.  How  were  those  suggestions  and  recommendations 
and  requests  made,  in  writing,  or  were  there  meetings  at  which  various 
individuals  made  statements? 

Mr.  Sanderson.  They  were  made  in  both  ways.  Our  regulations 
provided  that  a petition  for  amendment  to  a regulation  be  submitted 
in  writing.  Such  petitions  were  submitted.  In  addition  to  that, 
individual  members  of  the  industry  presented  their  views,  both  in 
person  and  by  letter. 

Mr.  Mattice.  Let  me  ask  you  also  at  this  point  this  question: 
The  Office  of  Price  Administration  now  has  what  is  known  as  an 
advisorv  committee,  does  it  not? 

Mr.  Sanderson.  Yes,  sir. 

Mr.  Mattice.  Did  it  have  at  the  time  that  you  are  now  speaking 
of,  back  in  1942? 

Mr.  S.\NDERSON.  Nc;  it  did  not. 

\lr.  Mattice.  Did  it  have  some  aiTangement  whereby  it  used  an 
advisory  committee  that  was  then  set  up  in  another  agency  of  the 
Government? 

Mr.  Sanderson.  No,  it  did  not. 

Mr.  Mattice.  When  did  the  Advisorv  Committee  come  into  the 
picture  in  respect  to  the  Office  of  Price  Administration? 

Mr.  Sanderson.  That  came  in  during  the  spring  or  summer  of 
1943  as  a definite  policy. 

Mr.  Mattice.  And  did  not  exist  in  1942? 

Mr.  Sanderson.  Not  as  a formal  advisory  committee. 

Mr.  Mattice.  Will  you  resume  your  statement  at  the  pomt  where 
I interrupted  you? 

Mr.  Sanderson.  I repeat  that  representations  were  made  by 
petitions  for  amendment  and  by  letters  and  by  personal  calls  and 
visits,  both  to  the  national  office  and  to  our  regional  offices  by  members 
of  the  industry  so  affected. 

Mr.  Mattice.  What  was  the  date  of  that  order  in  1942  of  which 
you  speak? 

Mr.  Sanderson.  It  was  issued  on  August  1,  1942. 

Mr.  Mattice.  What  is  the  number  of  it? 

Mr.  Sanderson.  MPR  193.  The  issue  date  is  at  the  end  of  page  3. 

Mr.  Mattice.  Did  that  undertake  to  fix  dollar-and-cent  prices  on 
the  various  items  of  alcoholic  beverages? 

Mr.  Sanderson.  No. 

Mr.  Mattice.  Or  did  it  accomplish  the  fixing  of  prices  in  some 
other  way  and,  if  so,  will  you  tell  us  about  that? 

Mr.  Sanderson.  No.  This  order  contamed  nothing  different  from 
the  pricing  procedure  under  the  general  maximum  price  regulation 
with  the  exception  of  the  substitution  of  high  wines,  of  which  I have 
just  spoken.  It  continued  the  pricing  procedure  of  freezing  the 
March  base  price  of  each  seller. 

Mr.  Mattice.  That  would  relate  to  retailers  and  wholesalers  both? 

Mr.  Sandei-son.  All  branches  of  the  industry,  including  processors, 
wholesalers,  and  retailers. 
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Mr.  Mattice.  Did  that  order,  No.'  193,  establish  or  authorize 
what  we  hear  and  read  of  as  mark-ups  or  did  that  come  later? 

Mr.  Sanderson.  That  came  later. 

Mr.  Mattice.  How  long  did  this  system  continue  under  this  order, 
No.  193? 

Mr.  Sanderson.  As  to  distilled  spirits 

Senator  Ferguson  (interposing).  May  I interrupt?  These  prices 
as  of  March.  That  was  back  in  1943? 

Mr.  Sanderson.  No;  March  1942. 

Senator  Ferguson.  When  was  the  order,  Mr.  Mattice,  in  August? 

Mr.  Mattice.  August  1,  1942. 

As  I understand  you,  that,  in  substance  and  in  effect,  simply 
continued  the  freezing  system  which  had  been  previously  inaugurated? 

Mr.  Sanderson.  That  is  correct. 

Air.  Mattice.  And  did  not  undertake  to  fix  prices  specifically  and 
as  a result,  if  I have  the  picture  in  mind  correctly,  one  wholesaler 
might  have  one  price  and  another  wholesaler  would  have  an  entirely 
different  price  for  the  same  article  or  the  same  grade  and  quality  of 
goods,  depending  on  what  his  price  was  in  the  base  period? 

Mr.  Sanderson.  That  is  entirely  possible;  yes. 

Air.  AIattice.  And  the  same  is  true  of  retailers,  I take  it? 

Air.  Sanderson.  Yes,  su-. 

Air.  AIattice.  Wlicn  was  it  that  further  change  was  made  and  the 
mark-up  system  came  into  use? 

Air.  Sanderson.  The  mark-up  system,  so-called,  is  contained  in 
article  5 of  Alaximum  Price  Regulation  No.  445,  the  date  of  issue  being 
August  9,  1943,  and  the  effective  date  August  14,  1943. 

Air.  AIattice.  A year  later  then,  approximately? 

Air.  Sanderson.  Approximately  1 year  after  the  issuance  of  AlPR 


X V • 

Air.  AIattice.  Wliat  is  the  number  of  that? 

Air.  Sanderson.  AIPR  445. 

Air.  AIattice.  The  one  I have  is  dated  December  18,  but  that  is 
net  the  one  of  which  you  are  speaking? 

Air.  Sanderson.  No.  This  is  the  original. 

Air.  AIattice.  Will  you  tell  us  about  that?  How  did  it  come 
about,  who  suggested  it,  who  advised  it,  recommended  it,  and  who 
had  to  do  with  promulgating  it? 

Air.  Sanderson.  This  came  about  as  a result  of  the  difficulties  of 
op  irating  at  the  wholesale  and  retail  levels  under  the  separate  maxi- 
mum prices  which  you  have  just  mentioned,  namely,  the  same  item 
may  be  sold  at  different  prices  by  different  retailers  due  to  the  establish- 
ment of  the  Alarch  freeze  price.  It  was  noted  by  the  Office  of  Price 
Administration,  as  the  supply  of  distilled  spirits  began  to  decrease  at 
the  end  of  1942  and  early  in  1943,  that  there  was  increased  difficulty  in 
maintaining  an  adequate  pricing  system  under  the  Alarch  freeze. 

Senator  Ferguson.  W'ill  you  explain  that  a little  more?  I do  not 
know  as  I undei-stand  what  you  mean  by  that.  How  would  scarcity 


affect  it? 

Mr.  Sanderson.  Scarcity,  of  course,  had  the  effect  of  possibly 


increasing 

Senator  Ferguson  (interposing).  Showing  it  up? 

Air.  Sanderson.  Let  us  say  the  temptation,  at  least,  to  forget  the 
Alarch  1942  established  price.  It  resulted  in  many  outlets,  perhaps, 
selecting  prices  that  were  not  actually  their  March  1942  price. 
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Senator  Ferguson.  Can  we  boil  it  down  to  say  it  created  a black 
market? 

Mr.  Sanderson.  It  probably  had  not  gone  quite  that  far.  It  had 
gone,  at  least,  to  the  point  where  there  was  a noticeable  increase  in 
the  prices  that  appeared  to  be  out  of  line  with  the  Alarch  1942  level. 

Senator  Ferguson.  Did  the  O.  P.  A.  do  an  awful  lot  in  keeping 
prices  in  line  with  that  August  1,  1942,  order? 

Mr.  Sanderson.  There  was  relatively  little  difficulty  during  the 
early  months  in  which  that  regulation  was  in  effect.  Of  course,  the 
discontinuance  of  distillation  did  not  occur  until  early  in  October  and 
the  real  effect  of  the  pricing  provisions  on  distilled  spirits  was  probably 
not  noticeable  until  the  impending  new  tax  on  November  1,  1942. 

It  was  felt  that  up  to  that  time,  the  Alarch  freeze  technique  was 
reasonably  satisfactory. 

Senator  Ferguson.  Up  until  what  time? 

Mr.  Sanderson.  Up  until  the  next  tax  took  effect. 

Senator  Ferguson.  When  was  that? 

Air.  Sanderson.  November  1,  1942. 

Senator  Ferguson.  Then  what  happened  between  November  1, 
1942,  and  August  1,  1943? 

Mr.  Sanderson.  A great  deal  happened,  as  far  as  we  were  con- 
cerned, through  a study  of  the  situation  in  an  effort  to  arrive  at  some 
satisfactory  solution  by  which  prices  might  be  made  uniform. 

Senator  Ferguson.  The  O.  P.  A.  never  undertook  to  ration  intoxi- 
cating liquor,  did  it? 

Mr.  Sanderson.  O.  P.  A.  has  no  authority  under  the  law  to  ration. 

It  acts  as  the  agent  of  the  W'ar  Production  Board  when  they  issue  an 
order  to  O.  P.  A.  to  ration. 

Senator  Ferguson.  Have  you  ever  advocated  rationing?  You  say  • 
you  do  not  have  the  authority.  Have  you  ever  advocated  it? 

Mr.  Sanderson.  As  far  as  the  Beverage  Section  is  concerned? 

Senator  Ferguson.  I am  talking  about  any  article.  Is  that  not 
one  of  the  things  you  do?  You  advocate  rationing  so  that  you  can 
fix  prices? 

Air.  Sanderson.  I am  not  competent,  of  course,  to  speak  for 
O.  P.  A.  in  that  respect.  I can  only  say,  as  far  as  any  activities  with 
which  I was  connected,  I had  no  authority  whatever  even  to  advocate 
it. 

Senator  Ferguson.  But  you  have  not  advocated  it  in  liquor  or  in 
wines? 

Mr.  Sanderson.  I have  never  advocated  it  because  it  has  not  been 
possiole  for  me  to  speak  on  it.  It  is  not  in  my  authority. 

Mr.  AIattice.  What  is  your  personal  notion  about  that,  then? 
Would  you,  if  you  had  had  the  authority  to  do  it,  have  been  inclined 
to  recommend  rationing  at  the  time  you  are  speaking  of,  August  1943? 

Air.  Sanderson.  No;  I am  not  able  to  state  whether  or  not  I would 
because  conditions  at  that  time  would  have,  of  course,  affected  the 
decision  and  conditions  have  changed.  I do  not  think  I can  say  defi- 
nitely. 

Air.  AIattice.  What  do  you  think  about  it  as  of  this  time,  whether 
intoxicating  beverages  might  best  have  been  rationed  beginning  about 
August  1943? 
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Mr.  Sanderson.  Having  been  concerned  only  with  carrying  out 

pricing . . . 

The  Chairman  (interposing).  You  can  pve  an  opinion,  can  you 
not?  What  is  your  opinion?  That  they  be  rationed  or  not?  What 
is  your  opinion  on  that? 

Mr.  Sanderson.  I think  it  is  a difficult  position  to  be  put  in  to 
speak  or  to  express  an  opinion  on  a policy  of  government  in  which  we  /■ 

merely  act  as  an  agent.  ^ 

The  Chairman.  How  can  this  committee  get  the  facts  if  we  do  not 
get  them  from  men  like  you  who  work  with  this  thing  from  morning 
to  night?  We  do  not  know  anything  about  it.  This  is  a fact-finding 
committee. 

Mr.  Sanderson.  Right. 

The  Chairman.  Do  you  not  want  to  e.xpress  an  opinion  on'  how 
you  personally  feel  about  that  live  issue? 

Mr.  Sanderson.  I would  really  prefer  not  to.  ^ 

The  Chairman.  Why  not?  Are  you  afraid  of  some  superior  officer 

or  something?  What  is  the  reason? 

Mr.  Sanderson.  No,  sir;  it  is  not  that,  hut  I am  doing  my  best  to 

explain  my  position. 

The  Chairman.  I know  and  you  are  explaining  it  m the  terms  ot  the 
economist.  We  are  just  plain  members  of  the  Senate  and  wish  you 
would  give  us  some  advice,  if  you  can.^  as  to  what  is  the  proper  thing 

Mr.  Sanderson.  As  a matter  of  fact,  it  is  being  rationed  in  several 

States  at  the  present  time.  i . o 

Senator  Ferguson.  That  is  under  State  regulation? 

Mr.  Sanderson.  Yes.  . . 

Senator  Ferguson.  Do  you  not  have  any  opinion  on  this  question 

of  rationing  intoxicating  liquors  or  wines? 

Mr.  Sanderson.  Obviously,  I have  a personal  opinion. 

Senator  Ferguson.  What  is  it? 

Mr  Sanderson.  My  personal  opinion  is  that  it  is  not  necessary  tor 
the  Office  of  Price  Administration  to  have  any  part  in  the  rationi^ 
program  of  distilled  spirits;  that  it  would  be.  impractical,  that  it  would 
not  assist  in  our  pricing  technique.  . 

Senator  Ferguson.  Then  you  think  that  if  there  is  anything  that 

can  be  done,  it  can  he  done  solely  by  pricing?  ^ , 

Mr.  Sanderson.  By  pricing  and  by  the  rationing  that  is  done  by 

the  industry  itself.  , , i j i,  . j 

Senator  Ferguson.  You  think  that  a monopoly  should  be  created 

within  the  industry  itself  to  create  this  rationing? 

Mr.  Sanderson.  No,  sir. 

Senator  Ferguson.  Then  will  you  tell  us  how  they  can  ration 
themselves  if  they  do  not  have  a monopoly  and  why  has  not  that  same 
technique  been  applied  to  all  industry  and  all  products  if  that  is  true? 

Mr.  Sanderson.  That  is  a product  which  is  out  of  production. 

Senator  Ferguson.  Is  it  out  of  production?  Do  they  not  get  some 
alcohol  from  fruit  juices  and  do  they  not  get  it  from  high  wines  and 

also  from  the  Caribbean  district?  ...  j 

Mr.  Sanderson.  They  get  spirits  from  imported  spirits  and  there 

is  some  available  from  fruits.  , , j i.  • 

Senator  Ferguson.  Do  I understand  you  to  say  that  if  a product  is 

out  of  production,  then  it  should  not  be  rationed? 

Mr.  Sanderson.  No. 
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.Senator  Ferguson.  Is  that  not  just  the  time  that  it  should  be 
nAioned,  because  you  only  have  a given  amount  and  it  ought  to  be 
.equally  divided? 

'Mr.  Sanderson.  That  is  not  what  I said.  What  I said  was  I felt 
that  the  rationing  would  have  to  be  done  by  the  industry  itself. 

Senator  Ferguson.  Then  why  have  not  the  other  industries  that 
have  quit  making  products — ^let  us  take  the  automobile  industry  for 
they  rationed  those — They  did  not  say  to  the  automobile  manufac- 
turers, “You  forai  a monopoly  and  do  the  rationing,”  did  they? 
Has  there  been  any  other  industry  where  they  have  quit  manufacture 
where  the  Government  has  said  to  them  ‘You  do  the  rationing 
yourselves.”  Has  there  been  any  other  and  if  there  has  not,  why 
do  you  apply  it  to  the  liquor  business? 

Mr.  Sanderson.  I feel  that  we  have  a dffierent  condition  here. 
We  have  a limited  supply  of  a certain  ingredient  to  distilled  spirits. 
We  have  a possibility  of  extending  that  supply  according  to  the  method 
of  manufacture,  according  to  the  manner  in  which  it  is  stretched  out 
and  a Government  agency  might  find  it  extremely  difficult  to  apportion 
the  goods  in  a manner  that  would  serve  for  the  best  interests  of  the 
consuming  public  if  it  attempted  to  ration  the  product. 

Senator  Ferguson.  Have  you  ever  considered,  though,  that  the 
way  you  are  doing  it  now  is  for  the  best  interests  of  the  corporations 
who  have  it,  to  allow  them  to  put  on  rationing? 

Mr.  Sanderson.  We  have  not  had  to  consider  that.  I am,  of 
course,  giving  these  at  your  request  as  my  personal  views.  It  is 
nothing  that  we  have  considered  in  O.  P.  A.,  naturally. 

Senator  Ferguson.  We  take  it  for  granted  you  are  an  expert  on 
this  line  of  rationing  and  price  fixing. 

Mr.  Sanderson.  Rationing  I have  no  connection  with  whatever.  I 
fiffideavored  i;o  be  excused  from  expressing  an  opinion  on  the  ground 
that  my  only  experience  on  O.  P.  A.  is  with  the  price  department  and 
not  \vith  rationing.  We  have  no  connection  whatever  with  that  de- 
partment. 

Senator  Ferguson.  W.  P.  B.  is  the  only  rationing  agency? 

Mr.  Sanderson.  Yes,  sir.  They  have  the  authority  to  initiate 
rationing. 

Senator  Ferguson.  Have  you  ever  heard  why  they  did  not  ration 
this  product? 

Mr.  Sanderson.  Only  to  the  degree  that  I believe  it  has  been  con- 
sidered that  rationing  should  be  confined,  as  far  as  possible,  to  the 
essential  commodities  and  that  it  was  impractical  for  Government 
agencies  to  undertake  rationing  of,  let  us  say,  nonessential  or  nonfood 
items. 

Senator  Ferguson.  Is  that  the  basis  here?  Is  that  the  basis  that 
was  applied  here,  that  it  was  a nonessential  and,  therefore,  they  did 
not  ration  the  product? 

Mr.  Sanderson.  That,  of  course,  I do  not  know. 

Senator  Ferguson.  Let  us  take  price  fixing.  Is  price*  fixing  along 
the  same  line?  You  do  not  fix  prices  on  luxuries  do  you? 

Mr.  Sanderson.  Yes;  we  do,  with  few  exceptions. 

Senator  Ferguson.  As  to  price  fixhig,  that  goes  all  along  the  line 
in  every  line;  is  that  right? 

Mr.  Sanderson.  That  is  reasonably  correct.  We  have  certain 
special  items  that  are  exempt  because  it  is  impossible  to  administer 
price  control. 
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Senator  Ferguson.  I saw  this  morning  you  were  not  going  to 
place  prices  on  high  grade  fur  coats.  Is  that  because  it  was  a luxury? 

Mr.  Sanderson.  No.  The  word  ‘‘luxury*'  in  and  of  itself  is  not  a 
criterion  for  determining.  I think  it  is  the  feasibility  of  controlling 
prices  on  certain  items  and  the  fact  that  they  might  be  regarded  as 
having  an  insignificant  effect  upon  the  cost  of  living. 

Senator  Ferguson.  Did  you  consider  that  the  cost  of  liquor  was 
one  of  the  items  of  the  cost  of  living?  The  Government  has  failed  to 
put  it  into  the  index  of  the  cost  of  living,  has  it  not? 

Mr.  Sanderson.  That  is  true.  On  the  other  hand,  the  Office  of 
Price  Administration  has  considered  that  important  items  purchased 
by  the  consumer  have  an  effect  upon  the  cost  of  living  and  in  that  way, 
distilled  spirits  being  an  important  item  purchased  by  the  consumer, 
will  have  to  be  considered  in  the  same  light  for  price  control  purposes. 

Senator  Ferguson.  Then  that  being  true,  why  did  the  O,  P.  A. 
let  it  go  from  August  of  1942  to  August  of  1943  before  they  attempted 
to  put  a price  on  other  than  that  that  had  been  voluntarily  placed  on 
it  in  March  1942? 

Mr.  Sanderson.  Well,  there  was  no  letting  it  go.  The  price  con- 
trol was  established  by  the  General  Maximum  Price  Regulation  back 
in  May  1942  and  continued.  It  is  purely  a matter  of  the  method 
under  which  the  control  of  prices  operates. 

Senator  Ferguson.  How  much  did  it  reduce  or  increase  prices 
when  you  put  the  new  order  in  in  1943? 

Mr.  Sanderson.  It  is  our  belief  that  it  resulted  in  some  reduction 
of  prices  at  the  wholesale  and  retail  levels  because  of  its  stabilizing 
effect  and  because  it  provided  a basis  under  which  every  wholesaler 
and  retailer  could  immediately  establish  a maximum  price  and  thereby 
relieve  the  uncertainty  which  did  exist  in  many  cases  as  to  what  the 
proper  maximum  price  was.  This  was  a simplified  method  under 
which  the  industry  was  to  proceed. 

Senator  Ferguson.  What  percentage  did  it  reduce  the  cost  of  liv- 
ing, as  far  as  liquor  was  concerned? 

Mr.  Sanderson.  We  have  no  way  of  knowing. 

Senator  Ferguson.  It  was  merely  put  in  so  that  you  would  have  a 
stabilized  price  in  the  Office  of  *Price  Administration? 

Mr.  Sanderson.  It  was  to  accomplish  for  the  industry  an  easy 
method  of  determining  a proper  maximum  price. 

Senator  Ferguson.  Was  it  done  on  the  request  of  the  industry? 

Mr.  Sanderson.  It  was  done  after  consultation  with  the  industry. 

Senator  Ferguson.  My  question  is:  Was  it  done  on  the  request  of 
the  industry?  There  is  a difference  between  consultation  and  request. 

Mr.  Sanderson.  I would  say  that  it  was  done  jointly  by  the  requ^t 
of  the  industry  and  at  the  instigation  of  the  Office  of  Price  Adminis- 
tration. 

Senator  Ferguson.  Who  in  the  industry  requested  you  to  fix  the 
prices? 

Mr.  Sanderson.  I doubt  if  we  have  a record  of  any  specific  requests. 

Senator  Ferguson.  Let  us  talk  about  that  which  you  have,  whether 
it  is  down  in  writing  or  not.  Who  requested  you  to  fix  these  prices, 
as  far  as  the  industry  was  concerned? 

Mr.  Sanderson.  I would  have  to  answer  that  it  was  the  general 
opinion  of  the  entire  industry,  as  far  as  it  was  possible  for  us  to  contact 
them. 
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Senator  Ferguson.  All  right.  How  did  you  get  the  general  opm- 
ion?  How  did  you  personally  get  the  general  opinion? 

Mr.  Sanderson.  We  called  a meeting,  after  working  out  our  general 

plan. 

Senator  Ferguson.  Did  you  work  it  out  before  you  even  knew  any- 
thing about  whether  the  industry  wanted  it  or  not? 

Mr.  Sanderson.  We  did  not. 

Senator  Ferguson.  Who  came  to  you  first  about  working  it  out. 
In  other  words,  if  the  indust^  had  been  satisfied,  we  would  have  heard 
no  more  about  the  price  fixing.  It  would  have  been  fixed  under  the 
order  of  March  1942,  or  the  August  1943  order.  Now,  you  sav  the 
industry  comes  to  you.  ho  comes  in  behalf  of  the  industry?  They 
are  not  satisfied,  I take  it,  and  they  come  to  vou  for  price  fixing. 

Mr.  Sanderson.  As  I attempted  to  say,  it  is  not  that  the  industry 
came  to  us  before  we  did  anything,  but  rather  that  we  initiated  the 
idea  for  the  purpose  of  providing  somethmg  satisfactory  to  the  in- 
dustry and  that  as  we  began  to  formulate  an  idea,  we  consulted, 
through  visits  with  our  regional  offices,  with  the  sentiment  in  various 
parts  of  the  country. 

Senator  Ferguson.  Who  were  you  consulting  through  your  regional 
offices?  Were  you  consulting  the  price  or  were  you  consulting  the 

industry?  ^ i i i j i. 

Mr.  Sanderson.  Consulting  the  industry,  the  wholesaler  and  the 

retailer. 

Senator  Ferguson.  Who  was  consulted  as  far  as  the  manufacturers 
were  concerned? 

Mr.  Sanderson.  The  manufacturers  were  not  consulted  as  a group. 
The  manufacturers  were  not  included  as  a definite  consultant. 

Senator  Ferguson.  Then  I understand  you  were  going  to  fix  prices 
without  any  consideration  of  the  manufacturers.  They  were  not  con- 
sulted. How  can  you  fix  a price  if  you  do  not  consult  with  the  people 

who  own  it?  • i i i 

Mr.  Sanderson.  The  manufacturer  does  not  own  it  at  these  levels. 

It  has  been  sold  to  the  wholesaler. 

Senator  Ferguson.  You  appreciate  the  fact  they  had  it  in  the  ware- 
houses. There  was  very  little  liquor  in  the  wholesalers’  warehouses. 
The  real  liquor  of  America  is  in  the  m_anufacturei-s’  warehouses  where 

the  tax  has  not  been  paid.  . 

Mr.  Sanderson.  I think  it  m.ay  be  easier  to  visualize  this  if  you 
appreciate  we  were  not  particularly  changing  the  price  level.  'l\e 
were  providing  for  a uniform  method. 

Senator  Ferguson.  Did  you  ever  go  into  the  retailers  to  find  out 
whether  the  price  should  have  been  changed,  whether  it  was  too  high 
or  not,  or  did  you  not  consult  the  consuming  public? 

Mr.  Sanderson.  We  had  no  occasion  to  do  that  because  of  the 
fact  that  we  had  set  the  price  at  the  March  1942  level. 

Senator  Ferguson.  How  did  you  know  that  that  was  a fair  price 
at  March  1942?  For  instance,  when  you  wanted  to  fix  rents  up  in 
Michigan,  you  were  back  to  March  1941.  Why  did  you  take  the 
liquor  date  as  of  March  1942  as  being  "fair  to  the  consumer? 

Mr.  Sanderson.  The  pricing  of  all  commodities  was  on  the  basis 
of  March  1942.  That  was  originally  done  by  the  Administrator  in 
carrying  out  the  Emergency  Price  Control  Act.  He  had  to  select 
a period  that  most  closely  represented  the  period  designated  by  the 
Congress  and  for  that  purpose  the  month  of  March  1942  was  selected. 
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Senator  Ferguson,  Why  did  you  take  a different  date  on  rents,  then? 

Mr.  Sanderson.  Again  you  are  out  of  my  field  and  I cannot  answer 
competently. 

Senator  Ferguson.  It  was  not  the  policy  of  Congress.  They  did 
not  tell  you  that  you  had  to  take  March  of  1942  in  fixing  all  prices, 
did  they? 

Mr.  Sanderson.  No  ; I did  not  state  that.  I said  the  Administrator 
selected  the  month  of  March  1942  as  most  closely  approximating  the 
period  which  Congress  did  indicate  to  be  used. 

Senator  Ferguson.  Let  us  get  back  to  the  other  proposition  now. 
Who  did  you  consult  in  the  industry  to  fix  these  prices  as  of  August 
1943? 

Mr.  Sanderson.  After  we  had  consulted  in  a general  way,  we  called 
an  industry  meeting  of  all  wholesalers  and  ridailei’S. 

Senator  Ferguson.  Give  us  the  names  of  some  of  the  people  who 
attended  that  meeting.  Who  were  they? 

Mr.  Sanderson.  I did  not  bring  with  me  the  minutes  of  that 
meeting. 

Senator  Ferguson.  But  you  must  know  some  of  the  people  that 
were  there. 

The  Chairman.  Did  you  attend  the  meeting? 

Mr.  Sanderson.  Yes,  sir. 

The  Chairman.  How  many  were  there? 

Mr.  Sanderson.  I should  estimate  that  we  had  approximately  200 
representatives  of  the  industry. 

The  Chairman.  How  long  did  the  meeting  last? 

Mr.  Sanderson.  The  meeting  lasted  a full  day. 

The  Chairman.  Speeches  were  made  and  suggestions  and  so  forth; 
is  that  right? 

Mr.  Sanderson.  At  the  time  we  called  the  meeting,  we  had  pre- 
pared a suggested  draft  of  the  proposed  regulation. 

The  Chairman.  Do  you  know  anybody  who  attended  that  full- 
day’s  meeting?  Do  you  not  remember  the  name  of  anybody  repre- 
senting the  industry  who  was  present? 

Mr.  Sanderson.  Yes,  sir. 

The  Chairman.  Who  were  they?  That  is  what  Judge  Ferguson 
wants  to  know. 

Mr.  Sanderson.  Joseph  L.  Regan,  president  of  the  Package 
Liquor  Retailers  Association  of  America. 

. The  Chairman.  All  right;  go  ahead.  « 

Mr.  Sanderson.  Thomas  T.  Engle,  president  of  the  Illinois  Liquor 
Retail  Association:  Air.  Gerald  F.  Dunn,  executive  secretaiy  of  the 
Metropolitan  Package  Stores  As.sociation. 

Senator  Ferguson.  Have  you  got  a list  tliere  of  them? 

Air.  S.\NDERSON.  No,  sir;  I am  reading  from  the  list  of  members  of 
the  Retailers’  and  Wholesalers’  Advisory  Committees  of  O.  P.  A. 
and  I am  giving  some  of  the  names  of  those  who  were  present  from 
memory. 

Senator  Ferguson.  Did  you  have  an  advisory  committee  on  that 
day? 

Air.  Sanderson.  No,  sir. 

Senator  Ferguson.  Did  you  meet  members  of  the  advisoiy  com- 
mittee who  attended  that  day? 

Air.  Sanderson.  Some  of  the  members  of  the  advisoiy  committee 
were  among  those  present  at  that  meeting. 
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Senator  Ferguson.  As  I understand,  no  manufacturei-s  were  there  | 

or  no  one  representing  the  manufacturer's?  ij 

Air.  Sanderson.  That  is  correct.  ... 

Senator  Ferguson.  There  was  a self-imposed  rationing,  as  far  as 

the  manufacturers  were  concerned? 

Air.  S.\NDERSON.  I think  it  had  taken  effect  at  that  time. 

Senator  Ferguson.  WiW  you  tell  us  what  that  rationing  really  was, 
on  what  basis  it  was  placed  bv  the  manufacturers? 

Air.  Sanderson.  You  mean  as  to  a general  quota  or  whether  it  was 

on  a quota  basis?  , . , 

Senator  Ferguson.  What  was  the  rationing  system  that  was  vol- 
untarily put  in  that  you  approved  or  that  you  thought  w’as  a good 

idea?  . . 

Air.  Sanderson.  The  only  comment  I have  made  on  rationing  was 

to  give  an  expression  of  my  pereonal  opinion.  . 

Senator  Ferguson.  Do  you  know'  w'hat  the  so-called  self-ratiomng 

was?  , , 

Air.  Sanderson.  Speaking  only  from  rumor,  it  was  rny  under- 
standing it  was  placed  on  a percentage  of  the  deliveries  during  the 

year  1941.  , 

Senator  Ferguson.  What  percentage  w'as  it  on  of  the  1941  de- 

livcriGS? 

Air.  Sanderson.  I think  it  varied,  necessarily,  with  each  company. 

Air.  M.\ttice.  Why  necessarily?  o Txn  4. 

Senator  Ferguson.  Why  did  it  vary  with  each  company!’  Wliat 
kind  of  a self-rationing  was  that?  Did  not  those  compames  get  to- 
gether and  put  in  a self-rationing?  i-.T  X 

Air.  Sanderson.  I certainly  have  no  knowledge  of  anythmg  ol  tliat 
sort.  Anv  thing  I have  ever  heard  about  rationing  has  been  some- 
thing that  was  done  by  the  individual  company. 

Senator  Ferguson.  With  the  knowledge  that  you  have  do  you 
think  it  was  sufficient  to  tell  us  this  morning  here  that  you  thought  it 
was  a proper  way  to  do  business,  that  is,  to  have  self-rationing. 

Air.  Sanderson.  As  to  this  particular  commodity? 

Senator  Ferguson.  Yes. 

Air.  Sanderson.  I still  feel  so.  ,,  . . . , 

Senator  Ferguson.  No  matter  what  the  self-rationing  is,  you  tniim 
that  is  the  proper  w'ay  to  do  it.  You  tell  us  now,  as  I understand  it, 
you  are  not  familiar  with  w'hat  the  rationing  w'as?  _ 

Air.  Sanderson.  There  could  be  an  improper  execution  of  the 

rationing  idea.  . t. 

Senator  Ferguson.  Was  there  a proper  or  improper  seft-rationingr 

Air.  Sanderson.  To  the  best  of  m.y  knowledge,  any  rationing 
program  of  w hich  I have  heard  indirectly  appears  to  be  based  on  the 
necessary  proper  considerations;  first,  that  it  be  fair  and  equitable  to 
all  distributors  and,  second,  that  it  provide  for  the  proper  conpdera- 
tion  of  the  conditions  for  w'hich  rationing  is  established,  namely,  the 
extension  of  the  commodity  over  the  proper  time  and  the  maintenance 
oif  the  necessary  inventory  to  continue  operations.  ... 

Senator  Ferguson.  Is  that  the  basis  upon  which  this  rationing  has 

been  done?  _ , , , i,  • 

Air  Sanderson.  To  the  best  of  ny  knowledge,  that  is  the  basis. 

Senator  Ferguson.  Have  they  ever  filed  w'ith  you  or  do  you  know 
w'here  we  could  get  the  filing  w'ith  the  Government  as  to  w’hat  this 

self-rationing  w'as? 
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Mr.  Sanderson.  I have  no  knowledge  of  any  such  filing.  I see  no 
reason  why  any  distributor  or  manufacturer  would  not  tell  you 
exactly  what  his  program  is. 

Senator  Ferguson.  If  you  are  going  to  use  self-rationing  instead  of 
a mandatory  one  by  the  Government,  do  you  not  thirdc  that  the 
Government  ought  to  know  what  that  is?  If  they  are  going  to  allow 
it  to  be  substituted  for  a Government  rationing  should  not  the  Gov- 
ernment know  what  it  is? 

Mr.  Sanderson.  If  it  is  the  Government’s  concern. 

Senator  Ferguson.  Is  it  or  is  it  not  the  Government’s  concern 
about  this  rationing  of  liquor?  You  took  it  upon  yourself  to  fix 
prices.  It  was  that  much  of  the  Government’s  concern,  was  it  not? 

Mr.  Sanderson.  Yes,  sir.  We  have  not  felt  that,  so  long  as  there 
was  no  evidence  of  complete  withholding  of  the  commodity  or 

Senator  Ferguson  (interposing).  What  have  you  done?  What 
has  your  department  done  to  look  into  the  question  of  whether  there 
has  been  a withholding? 

Mr.  Sanderson.  We  received  from  the  Treasury  Department,  the 
Alcohol  Tax  Unit,  figures  indicating  the  volume  of  distilled  spirits  and 
the  tax-paid  releases  and,  so  far  as  our  observation  goes,  there  has 
been  no  indication  of  a refusal  of  any  branch  of  the  industry  to  dis- 
tribute its  product. 

Senator  Ferguson.  Then,  as  I understand  it,  as  far  as  your  office 
is  concerned,  the  O.  P.  A.,  you  are  entirely  satisfied  with  the  conduct, 
the  operation  of  the  liquor  business  and  the  wine  business  in  America? 

Mr.  Sanderson.  No,  sir;  I have  not  made  that  statement. 

Senator  Ferguson.  Is  there  anything  wrong  either  in  price-fixing, 
rationing,  or  in  any  other  way? 

Mr.  Sanderson.  That  is  a very  general  question.  I can  only 
answer  that  by  saying  obviously  there  are  a great  many  difficulties 
that  confront  us  in  pricing. 

Senator  Ferguson.  Are  there  any  problems  to  be  solved? 

Mr.  Sanderson.  Yes,  sir. 

Senator  Ferguson.  If  so,  what  are  they? 

Mr.  Sanderson.  There  are  a great  many  of  them. 

Senator  Ferguson.  What  are  they? 

Mr.  Sanderson.  The  establishment  generally  of  simplified  price 
regulations  which  will  enable  anyone  to  know  exactly  what  his  maxi- 
mum. price  is  and  to  have  the  maximum  price  as  uniform  as  far  as 
possible  and  on  as  fair  a basis.  From  the  standpoint  of  O.  P.  A.,,  it 
is  one  of  the  primary  objectives  in  our  promulgation  of  regulations. 
We  believe  that  goes,  to  a certain  extent,  toward  eliminating  most  of 
the  difficulties  that  now  e.xist. 

Senator  Ferguson.  Just  recently,  did  you  not  make  an  adjustment 
of  prices? 

Mr.  Sanderson.  Yes,  sir. 

Senator  Ferguson.  What  was  that? 

Mr.  Sanderson.  That  was  the  establishment  of  flat  dollar-and-cent 
prices  on  new  brands  of  whiskies,  brands  established  since  March  1942. 
That  is  illustrative  of  the  suggestion  I have  just  made,  that  that  is 
our  aim,  to  establish  similar  prices  on  all  other  items. 

Senator  Ferguson.  As  I understand  it,  all  the  whiskies  were  manu- 
factured prior  to  October  1942? 

Mr.  Sanderson.  Yes,  sir. 
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Senator  Ferguson.  Then  how  did  new  brands  come  out?  How 
could  you  make  new  brands  out  of  the  old  whiskies,  as  far  as  you  were 
concerned? 

Mr.  Sanderson.  Any  change  in  the  formula  or  the  proof  or  age. 

Senator  Ferguson.  That  makes  a new  brand? 

Mr.  Sanderson.  That  makes  a new  brand. 

Senator  Ferguson.  And  how  many  new  brands  came  out  between 

March  1942  and  now?  . 

Mr.  Sanderson.  W”e  are  just  compiling  the  figures  of  filings  which 
are  not  complete.  We  believe  that  they  ran  into  certainly  the  large 
hundreds  and  possibly  into  the  lower  thousands  taking  all  items 
together. 

Senator  Ferguson.  How  do  you  account  for  the  thousands  of  new 
brands  that  have  come  on  to  the  market?  We  have  been  told  here, 
in  a way,  that  the  reason  that  $45,000,000  has  been  spent  in  adver- 
tising since  1939  by  the  liquor  business  is  that  they  have  to  keep 
these  names  before  the  public,  that  it  is  essential  that  the  brand 
name  be  kept  before  the  public.  Now  we  discover  that  since  1942, 
there  have  been  3,000  new  brands  come  on  to  the  market.  How  do 
you  account  for  that? 

Mr.  Sanderson.  A very  large  number  of  them  would  be  private 
brands,  brands  of  items  other  than  w'hiskies  and  new  items  intro- 
duced in  the  form  of  imported  spirits.  I do  not  think  it  has  been 
our  finding  that  the  so-called  nationally  advertised  brands,  that  is, 
the  big  ones  on  which  the  large  advertising  money  may  have  been 
spent,  have  generally  changed  very  mueh.  The  new  brands  are  in 
a relatively  different  field.  They  are  mostly  private  brands  of  the 
wholesaler  or  retailer,  or  new  brands  of  the  small  processor. 

Senator  Ferguson.  Have  they  not  been  put  on  the  market  to 
get  a greater  price  for  an  inferior  grade  of  liquor?  Is  that  not  the 
purpose  of  them? 

Mr.  Sanderson.  It  might  be,  in  certain  cases. 

Senator  Ferguson.  Is  it  not  true  that  the  O.  P.  A.  has  not  kept 
up  with  that  proposition  and  has  allowed  it  to  exist? 

Mr.  Sanderson.  Insofar  as  the  O.  P.  A.  can  be  charged  with 
delay  in  getting  out  its  regulation,  which  is  now  in  effect,  and  which 
might  have  been  put  into  effect  somewhat  earlier  had  the  O.  P . A. 
been  able  to  do  so,  that  is  true.  In  this  regulation,  we  believe  we 
have  cured  that  particular  thing. 

Senator  Ferguson.  You  contend  that  this  last  regulation — what 
is  the  date  of  it? 

Mr.  Sanderson.  December  27,  1943. 

Senator  Ferguson.  And  this  last  regulation  of  December  27,  1943, 
has  cured  all  the  evils  of  these  3,000  new  brands? 

Mr.  Sanderson.  No  sir;  it  has  not.  I say  as  to  whiskies  we 
believe  that  the  flat  prices  in  here  will  very  definitely  cure  the  pricing 
trouble  involved  on  new  brands  of  whisky  because  we  have  established 
specific  dollar-and-cent  prices  for  all  those  new  brands. 

Senator  Ferguson.  How  do  you  do  it  in  the  new  regulation? 

How  do  you  fix  the  dollar-and-cent  price  on  a new  brand? 

Mr.  Sanderson.  According  to  the  age,  proof,  and  formula.  We 
have  a table  which  enables  a processor  to  tell  unmediately  what  his 
price  should  be. 
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Senator  Ferguson.  In  other  words,  as  far  as  the  O.  P.  A.  is  con- 
cerned, all  whisky  of  a certain  age,  proof  and  formula  is  of  the  same 
value  to  the  consuming  public,  is  that  true? 

Mr.  Sanderson.  It  receives  the  same  price. 

Senator  Ferguson.  Therefore,  as  far  as  you  are  concerned,  it  must 
be  of  the  same  value,  is  that  not  true,  to  the  public?  As  I understand 
it,  one  of  the  purposes  of  price  fixing  is  to  protect  the  consuming 
public;  is  that  not  true? 

Mr.  Sanderson.  That  is  correct. 

Senator  Ferguson.  Therefore,  all  whisky  of  the  same  age  and 
the  same  proof — what  else  do  you  use? 

Mr.  Sanderson.  The  formula,  whether  it  is  a straight  whisky 
or  blended  whisky  containing  neutral  spirits. 

Senator  Ferguson.  That  would  be  proof.  Then  they  would  all 
be  of  the  same  value,  is  that  true? 

Mr.  Sanderson.  They  would  be  of  the  same  price. 

Senator  Ferguson.  Then,  as  I understand  it,  price  and  value 
have  no  relation  in  this  price  fixing? 

Mr.  Sanderson.  You  use  the  word  “value”  in  connection  with 
the  customer? 

Senator  Ferguson.  What  does  a customer  look  at?  He  looks 
at  value,  does  he  not? 

Mr.  Sanderson.  Yes;  but  his  opinion  may  be  very  different  as  to 
whether  he  wants  a light  whisky  or  a heavy  one. 

Senator  Ferguson.  It  is  your  contention,  then,  that  the  same 
price  should  be  fixed  on  these  liquors? 

Mr.  Sanderson.  It  is  our  contention  that  for  the  protection  of 
the  public,  we  have  certain  factors  that  we  can  use  in  establishing 
whisky  values,  namely,  the  age,  the  proof  and  the  formula.  These 
are  required  to  be  shown  on  the  label  by  the  Alcohol  Tax  Unit.  The 
public  knows  what  it  is  getting.  It  knows  the  difference  between  a 
whisky  of  100  proof  and  one  of  80  proof.  We  have  provided  specific 
prices  for  all  new  brands  of  whisky  of  a given  age  and  a given  proof. 

Senator  Ferguson.  As  I understand  it,  the  advertising  will  do 
very  little  good,  as  far  as  the  corporations  are  concerned  because  you 
have  fixed  this  price  and  they  are  all  the  same,  whether  it  is  an 
advertised  brand  or  not  an  advertised  brand? 

Mr.  Sanderson.  This  new  price  relates  only  to  the  new  brands 
established  since  March  1942. 

Senator  Ferguson.  WTiat  about  the  old  brands? 

Mr.  Sanderson.  The  old  brands  are  continued  under  their  March 
freeze  prices. 

Senator  Ferguson.  Do  I understand,  then,  that  any  liquor  in 
existence,  any  brand  in  existence  in  March  1942,  that  brand  has 
been  continued  at  the  price  at  which  it  sold  in  March  1942? 

Mr.  Sanderson.  That  is  correct  provided,  it  has  maintained  the 
same  age,  proof,  and  formida. 

Senator  Ferguson.  So  you  allow  the  advertised  brands,  those 
prior  to  March  1942,  to  continue  at  the  same  price  as  the  March 
1942  price? 

Mr.  Sanderson.  That  is  hardly  a fair  statement  because  the 
advertising  has  nothing  to  do  with  it. 

Senator  Ferguson.  I take  it  that  those  were  the  old  brands  if 
they  were  advertised  brands? 
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Mr.  Sanderson.  They  might  have  been  or  not.  All  the  brands 
on  the  market  in  March  1942  continue  at  the  same  price. 

Senator  Ferguson.  Let  us  take  a liquor  that  was  branded.  Let 
us  take,  for  example.  Mammoth  Cave.  Are  you  famdiar  with 

that  brand? 

Mr.  Sanderson.  No,  sir. 

Senator  Ferguson.  Let  us  take  that.  That  was  an  old  brand 
prior  to  March,  1942.  If  that  had  the  same  proof,  the  same  amount 
of  raw  spirits  as  a new  brand  put  in  since  then,  the  mixture  is  the  same, 

as  you  call  in,  will  the  price  be  the  same? 

Mr.  Sanderson.  Not  necessarily.  If  the  brand  was  on  the  market 
in  March  1942,  it  may  have  a price  different  from  the  flat  price  which 

we  have  established  on  new  brands. 

Senator  Ferguson.  All  right.  Then  that  Mammoth  Cave  could 
charge  a higher  price  than  a new  brand  put  in  since  that  or  it  may  even 
have  a lower  price  because  it  had  a lower  price  at  that  time  than  the 
new  brand  put  in  since;  is  that  right? 

Mr.  Sanderson.  That  is  possible.  If  it  has  a lower  price,  wo 
have  permitted  it  to  come  up  to  the  new  flat  price. 

Senator  Ferguson  (inteiposing).  How  is  the  public  goins  to  tell 
anything  about  this  pricing  by  the  O.  P.  A.?  Do  you  think  the 
public  is  familiar  with  this  proposition  that  the  old  brands  have  the 
March  1942  price  and  that  new  brands  have  either  a lower  or  a higher 
price,  even  tlvough  they  are  the  same  liquors? 

Mr.  Sanderson.  We  have  attempted,  at  the  time  of  getting  out 
our  regulations,  to  issue  press  releases  and  to  make  that  situation 

clear.  I am  not  sure 

Senator  Ferguson,  (interposing).  That  it  is  clear? 

Mr.  Sanderson.  I am  not  sure  that  the  press  has  given  adequate 
notice  of  that. 

Senator  Ferguson.  But  that  can  happen.  How  did  you  fix  the  prices 
under  this  new  order  of  December  1943? 

Mr.  Sanderson.  Those  prices  were  determined  after  a very  careful  j 

study  and  review  of  the  prices  which  were  in  effect  during  March 
1942,  and  what  was  found  to  be  a fair  average  of  all  the  March  1942 
prices  for  the  particular  type  of  whisky  adjusted  for  the  addition 
of  rectification  tax,  where  it  is  paid,  was  used  as  a base  figure  in  deter- 
mining the  figures  used  in  the  tables,  so  that,  giving  due  allowance 
to  the  average  prices  in  March  1942  and  treating  our  study  at  least 
on  the  liberal  side,  we  have  reached  figures  which  were  found  to  be 
a fair  average  and  better  than  the  mean  average  of  the  prices  in 
March  1942,  for  the  particular  type,  age,  and  proof.  It  results  in 
this  fact,  that  the  man  coming  out  with  a new  brand  is  assured  of 
the  ability  to  enter  business  because  he  can  receive  at  least  an  adequate 
price  that  has  a margin  over  the  cost  of  the  bulk  whisky. 

I might  add  that  these  tables  reflect  the  ceiling  prices  of  bulk  whisky 
established  under  M.  P.  R.  193. 

Senator  Ferguson.  BTien  you  made  the  statement  with  theFederal 
Register,  did  you  give  any  justification  for  the  new  regulations  and, 
if  so,  what  were  they? 

Mr.  Sanderson.  We  do  not  print  in  the  Federal  Register  the 
statement  of  considerations  which  accompanies  each  regulation. 

That  is  filed  but  not  printed.  A statement  of  considerations  was  issued. 

Senator  Ferguson.  Will  you  give  us  the  considerations  this 
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morning,  why  you  put  that  order  in,  and  did  you  use  any  such  state- 
ment that  the  evasion  of  the  earlier  price  ceilings  Avas  avoided  by 
the  changing  of  the  labels  and  the  formulas? 

Mr.^  Sanderson.^  We  used  a statement  of  which  that  wording  is 
remhiiscent.  ^ I think  that  statement  appears  in  the  press  release 
rather  than  in  the  statement  of  considerations. 

Senator  Ferguson.  Did  you  not  file  something  with  the  Federal 
Register? 

Mr.  Sanderson.  We  filed  the  regulation  with  the  Federal  Register. 

Senator  Ferguson.  Do  you  not  file  with  the  statement  the  cause 
of  issuing  the  new  order? 

Mr.  Sanderson.  A statement  of  considerations? 

Senator  Ferguson.  Yes.  Did  you  not  do  that? 

Mr.  Sanderson.  Yes,  sir. 

Senator  Ferguson.  Did  you  put  in  there  the  fact  that  it  was  the 
evasion  of  the  earlier  prices  tlnough  the  changing  of  labels  and 
fonnulas? 

Mr.  Sanderson.  I would  gave  to  refresh  my  memory  on  the  word- 
ing used  in  the  statement  of  considerations. 

Senator  Ferguson.  We  will  have  that  put  in  the  record  later. 

Do  you  know  whether  or  not  the  regulations  have  had  the  effect 
of— take  the  price  of  Old  Taylor  and  Old  Grand  Dad  and  other 
straight  whiskies,  that  you  allow  these  new  brands  now  to  be  manufac- 
tured with  75-percent  neutral  spirits  or  even  fruit  spirits  to  sell  at  a 
higher  price? 

Mr.  Sanderson.  No;  I would  say  definitely  we  do  not  allow  that. 

Senator  Ferguson.  That  is  not  allowed? 

Mr.  Sanderson.  No.  No  new  brand  containing  25  percent 
whisky  and  75  percent  neutral  spirits,  which  is  a new  brand  would 
sell  at  the  price  of  the  highest-selling  old  brand.  I can  make  that  as 
a general  statem.ent. 

Senator  Ferguson.  You  are  talking  about  the  highest  price.  I 
am  talking  about  two  whiskies. 

Mr.  Sanderson.  Tou  have  named  two  of  the  highest-priced 
whiskies. 

Senator  Ferguson.  They  were  the  highest  priced.  Will  you 
check  this  particular  question  that  I gave  you? 

Mr.  Sanderson.  Yes,  sir. 

Senator  Ferguson.  I want  to  know  this  about  the  new  brands 
coming  in  up  until  December  1943,  how  did  they  get  their  prices? 

Mr.  Sanderson.  Speaking  at  the  manufacturing  level,  they  priced 
by  comparing  with  the  manufacturer’s  most  similar  item  or  if  the 
manufacturer  had  no  similar  item,  by  the  most  closely  competitive 
item. 

Senator  Ferguson.  Was  that  voluntary  or  did  they  have  to  come 
to  you  and  get  a price? 

Mr.  Sanderson.  No,  they  had  to  determine  the  price  by  estab- 
lishing— 

Senator  Ferguson.  You  say  “They.”  You  are  talking  about 
the  manufacturer? 

Mr.  Sanderson.  About  the  manufacturer,  yes,  sir. 

Senator  Ferguson.  The  manufacturer  w'anted  to  get  out  a new 
labeled  whisky,  and  the  maker,  himself,  took  a competitive  brand 
and  used  that  as  a pricing  formula,  is  that  right? 

Mr.  S.ANDERSON.  That  is  right. 
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Senator  Ferguson.  Then  what  did  they  do,  come  to  you  and  get 
it  approved? 

Mr.  Sanderson.  They  filed,  after  August  1943 

Senator  Ferguson  (intei’posing) . Let  us  take  between  March  of 
1942  and  August  of  1943.  ^Vhat  would  they  do  with  a new  brand? 

Mr.  Sanderson.  They  would  establish  the  price  by  comparison 
with  their  own  or  their  competitors’  items  of  a similar  type,  age 
and  proof  and  file  their  determination  of  that  maximum  price  in  their 
establishment  as  a record  for  examination  by  O.  P.  A. 

Senator  Ferge^son.  Did  O.  P.  A.  look  over  all  these  prices  and  see 
that  they  were  fair  and  reasonable  to  the  consuming  public  or  did 
you  take  the  word  of  the  manufacturer? 

Mr.  Sanderson.  We  had  no  one  to  examine  every  price. 

Senator  Ferguson.  Then  we  assume  that  the  manufacturer, 
between  August  of  1942  and  August  of  1943,  placed  his  own  price 
on  a new  brand  because  it  was  not  sold  as  of  March  1,  1942? 

Mr.  Sanderson.  That  is  correct.  He  placed  his  own  price  by 
establishing 

Senator  Ferguson  (interposing)  And  you  had  no  way  of  check- 
ing it  up? 

Mr.  Sanderson.  We  had  a method  of  checking  it  up  because  ho 
was  required  to  file  it  in  his  establishment. 

Senator  Ferguson.  Did  you  ever  check  any  of  them  and  change 
the  prices  because  they  were  unreasonable? 

Mr.  Sanderson.  Yes,  sir. 

Senator  Ferguson.  Name  some  of  them. 

Mr.  Sanderson.  I cannot  name  them  from  memory.  I can  say 
whenever  we  had  a complaint  against  the  establisliment  of  a price 
improperly  determined,  we  did  check  them  up. 

Senator  Ferguson.  Does  that  not  account  for  the  3,000  new  labels? 
Why  do  you  think  they  made  3,000  new  labels  and  new  brands? 

Mr.  Sanderson.  I think  there  are  several  things  that  do  account 
for  it. 

• Senator  Ferguson.  You  do  not  think  that  that  was  the  big  reason, 
because  it  gave  them  the  right  to  place  their  own  price? 

Mr.  Sanderson.  To  some  degree  I believe  that  is  correct.  It  was 
used  as  a device  in  certain  instances  for  evading  price  cefiings.  We 
have  not  any  question  of  that.  We  believe  that  that  was  actually 
done  in  a number  of  cases  and  the  very  fact  that  that  condition  did 
exist  made  us 

Senator  Ferguson  (interposing).  Put  yoiu*  December  1943  order 
in,  is  that  not  true? 

Mr.  Sanderson.  That  is  one  of  the  controlling  reasons,  yes,  sir. 

Senator  Ferguson.  And  now  you  try  to  place  your  own  standard 
instead  of  letting  the  manufacturer  place  his  own  standard? 

Mr.  Sanderson.  Correct. 

Senator  Ferguson.  Do  you  think  you  have  it  foolproof  at  the 
present  time? 

Mr.  Sanderson.  I question  whether  any  regulation  we  can  issue 
can  be  called  foolproof. 

Senator  Ferguson.  You  know  what  I mean  bv  that. 

Mr.  Sanderson.  I think  it  is  as  near  workable  and  feasible  and 
practicable  a regulation  as  possible  and  one  that  I thoroughly  be- 
lieve wUl  stop  this  bringing  out  of  new  labels  for  the  purpose  of  price 
evasion. 
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Senator  Ferguson.  Did  you  consult  the  manufacturer  in  rela- 
tion to  this  new  order? 

Mr.  Sanderson.  Yes,  sir. 

Senator  Ferguson.  Have  they  approved  it,  as  far  as  you  know,  or 
have  they  objected  to  it? 

Mr.  Sanderson.  No:  I think  the  consensus  of  opinion  among 
the  manufacturers  is  decidedly  in  approving  the  theory.  We  had 
I a fairly  large  meeting  of  all  the  distilling  and  rectifying  industries 

' before  the  order  was  issued;  showed  them,  in  a general  way,  what 

we  proposed  to  do,  and  we  found  them  generally  in  accord.  The 
reaction  of  the  press  and  the  industry  as  a wliole  has  been  favorable 
toward  this  flat  pricing  regidation. 

I Senator  Ferguson.  How  much  would  you  say  it  has  reduced  the 

I price,  this  new  regulation,  to  the  consumer? 

1 Mr.  Sanderson.  We  really  have  no  way  of  determining  that  other 

i than  our  belief  that  it  has  had,  in  general,  the  efl'ect  of  rolling  back 

prices  determined  by  the  comparability  method  to  a degree. 

Senator  Ferguson.  Is  this  not  what  would  happen,  that  a man 
would  not  roll  back  his  price?  He  just  would  not  give  the  new 
brand.  He  will  sell  his  old  brand.  It  will  not  roll  back  the  price, 
will  it?  Do  you  know  of  one  case  where  it  has  rolled  back  the  price, 
where  there  has  been  a remarking  up  of  a price? 

Mr.  Sanderson.  \^'e  will  have  a large  number  of  such  cases  which 
; we  can  report  to  you  when  we  receive  the  reports  as  are  required 

1 here  when  the  manufacturer  does  change  his  price. 

i*  Senator  Ferguson.  On  what  percentage  would  you  say  it  has 

rolled  the  price  back? 

Mr.  Sanderson.  On  the  brands  actually  rolled  back,  we  believe 
it  perhaps  will  be  an  average  of  between  5 and  10  percent. 

Senator  Ferguson.  W ill  you  give  us  the  names  of  some  of  the 
f brands  that  have  been  rolled  back  5 to  10  percent? 

I Mr.  Sanderson.  No,  sir;  I cannot  do  it  because  we  do  not  have 

1 the  reports.  They  are  not  filed  yet.  They  will  be  filed  ard  we  will 

1 be  able  to  give  the  committee  anything  they  wish  along  that  line. 

The  Chairman.  You  say  that  you  are  head  of  the  Beverage  Section. 
What  beverages  does  that  include? 

^Ir.  Sanderson.  Domestic  distilled  spirits,  imported  distilled 
spirits,  domestic  wine,  imported  wine,  beer,  soft  diinks,  hops,  which 
is  not  a beverage,  of  course,  and  ice. 

The  Chairman.  And  ice? 

Mr.  Sanderson.  Ice;  yes,  sir.  Those  are  the  items  handled  by 
the  Beverage  Section. 

The  Chairman.  What  is  the  number  of  your  employees  or  officers 
in  your  section? 

Mr.  Sanderson.  We  have  a staff  of  seven  men  plus  our  steno- 
grapliic  help.  At  the  present  time,  we  have  two  vacancies  in  the  staff. 
The  Chairman.  What  is  the  total  of  the  staff  and  employees? 
Mr.  Sanderson.  Five  men;  two  women,  who  are  price  analysts, 
and  two  stenographers. 

The  Chairman.  Nine  all  told.? 

Mr.  Sanderson.  Yes,  sir. 

The  Chairman.  Do  you  have  any  dollar-a-year  men  on  your  staff? 
Mr.  Sanderson.  No,  sir. 
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The  Chairman.  Do  you  have  any  representatives  of  distillers  on 
your  staff? 

Mr.  Sanderson.  You  mean  presently  connected  with  the  distilling 
industry? 

The  Chairman.  Yes;  or  who  were  formerly  connected  mth  it? 

Mr.  Sanderson.  One  of  our  senior  business  specialists  was  formerly 
connected  with  the  Brown-Forman  Distilling  Co.  and  the  T.  W. 

Samuels  Distilling  Co. 

The  Chairman.  What  was  his  name? 

Mr.  Sanderson.  Edward  G.  Budde. 

The  Chairman.  Do  you  know  whether  he  still  draws  a salary  ■ 

with  that  distilling  company? 

Mr.  Sanderson.  I know  he  does  not. 

The  Chairman.  Wliat  is  his  salary  with  you? 

Mr.  Sanderson.  In  dollars,  or  his  rating? 

The  Chairman.  In  dollars;  I do  not  care  anything  about  his 
rating. 

Mr.  Sanderson.  $4,600. 

The  Chairman.  Then  your  advisory  committee,  big  distillers  i 


are  represented  on  that,  are  they  not? 

Mr.  Sanderson.  The  advisory  committee  of  O.  P.  A.  for  the  dis- 
tillers was  taken  over  from  the  original  W^ar  Production  Board  and 
later  the  advisory  committee  cf  the  W’ar  Food  Administration.  At 
the  time  that  the  Administrator  requested  the  various  departments 
of  O.  P.  A.  to  proceed  promptly  with  the  organization  of  industry 
advisory  committees,  it  was  recommended  that  the  same  personnel 
be  used  on  the  O.  P.  A.  committee  as  was  on  the  W.  F.  A.  com- 
mittee if  that  was  practicable. 

The  Chairman.  Schenley  has  a representative  on  that  committee, 
does  it  not? 

Mr.  Sanderson.  Yes,  sir. 

The  Chairman.  WTio  is  that? 

Mr.  Sanderson.  J.  B.  Deacon,  vice  president. 

The  Chairman.  Has  National  Distilleries  a representative  on 
the  committee? 

Mr.  Sanderson.  Yes,  sir;  Eric  Stain  ton,  vice  president. 

The  Chairman.  And  these  two  men  are  members  of  the  advisory 
committee  to  the  Beverage  Section  of  O.  P.  A.,  W.  B.  P.,  and  War 
Food  Admuiistration? 

Mr.  Sanderson.  They  are  of  the  War  Food  Administration.  The 
W.  P.  B.  no  longer  has  a distillers’  advisory  committee,  as  such 
I believe,  from  heai-say,  they  have  in  their  Alcohol  Division  a sep- 
arate advisory  committee  handling  the  problem  of  alcohol. 

The  Chairman.  You  have  on  your  committee  James  G.  Brownlee, 
too,  do  you  not? 

Mr.  Sanderson.  No,  sir. 

The  Chairman.  Who  is  with  the  Frankfort  Distillery  Co.? 

Mr.  Brownlee.  My  name  is  Brownlee.  I am  in  the  room  and  I 
will  be  glad  to  answer  any  question. 

The  Chairman.  You  are  present.  WY  will  get  it  directly  from 
you,  then. 

Wdiat  other  representatives  of  the  big  four  distillers  in  on  the 
advisory  committee? 

92968— 44— pt.  2 8 
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Mr  Sanderson.  Mr.  Howard  Walton,  vice  president  of  Hiram 
Walker  & Sons,  and  Mr.  H.  F.  Willkie,  vice  president  of  Joseph  F. 

C^iRMAN.  So  the  four  big  distillers  all  have  representation 

on  your  advisory  committee  ? 

Mr.’ Sanderson.  That  is  correct. 

The  Chairman.  How  often  does  that  advisory  committee  meet' 

Mr.  Sanderson.  It  has  never  met  officially.  It  was  appointed 
approximately  the  1st  of  November  which  date  I give  from  memory 
only  It  was  called  for  its  initial  meeting  on  January  1 1 , that  is, 
last  week.  There  was  not  a quorum  present  and,  consequently  the 
committee  was  unable  to  oi^anize,  our  procedure  requiring  two-thirds 
of  a committee  being  present  before  a chairman  can  be  selected  or 
before  the  committee  can  function  or  give  any  definite  recommendation. 
The  Chairman.  It  has  been  appointed  nearly  3 months  and  never 

had  a formal  meeting;  is  that  correct?  „ i i xu 

Mr.  Sanderson.  That  is  right.  It  is  only  called  when  there  is 

occasion  to  have  a meeting.  • o /-<• 

The  Chairman.  What  would  be  such  an  occasion.'  Cive  me  a 

typical  illustration.  . ii  • 

Mr  Sanderson.  We  expect  to  contmue  our  flat  pricing  tables  in 

Maximum  Price  Regulation  445  on  brandy,  cordials  and  liqueurs 
and  if  the  domestic  production  of  rum  and  gm  should  warrant,  we 
would  price  those.  Before  we  determine  finally  on  a regulation  for 
those  we  would  call  the  industry  committee  together  to  consult  with 
us.  That  would  be  a typical  occasion  for  calling  the  committee. 

The  Chairman.  Have  you  gone  into  the  question  of  bottles  and 

bottling  in  fixing  your  prices?  , u i j f .u 

Mr.  Sanderson.  No,  sir.  We  have  general  knowledge 
ation  as  a matter  of  interest  through  our  contacts  with  W.  F.  A. 
and  W P B.  but  only  as  the  occasion  might  require  special  pricing 
if  a new  container  were  entered  into,  as,  for  example,  when  the  wooden 
barrel  was  substituted  for  fiber  boxes  for  shipment  of  spirits  or  wmo 
and  then  we  have  to  provide  some  method  for  pricing.  That  is  gen- 
erally the  occasion  on  which  we  know  about  changes  m the  con- 
tainer situation.  . , .1  -xl  Xt. 

The  Chairman.  What  did  your  Division  have  to  do  with  the 

change  from  full  quarts  to  fifths? 

Mr.  Sanderson.  We  had  nothing  whatever  to  do  with  it. 

The  Chairman.  Was  that  voluntary  by  the  manufacturers? 

Mr  Sanderson.  As  far  as  we  know,  it  was  due  to  voluntary  consid- 
erations on  their  part,  some  of  which  may  have  been  connected  with 
their  ability  to  secure  certain  sizes  of  glass.  The  trend  toward 
fifths  we  found,  had  taken  place  considerably  before  we  had  anythmg 

to  do  with  prices.  . , , , , x ^rxv.  m 

Many  of  the  brands  sold  in  March  had  already  gone  to  fifths.  Ihe 

trend  continued  after  that  and  I think  has  continued  now  to  the  point 
where  perhaps  the  fifth  has  replaced  the  quart.  It  was  not  dehnitely 
a new  thing  that  occurred  entirely  after  price  control. 

The  Chairman.  Do  you  not  think  you  ought  to  go  into  that  and 
find  out  whether  that  was  necessary,  to  change  from  full  quarts  to 
fifths  or  not  as  affecting  price?  I am  staying  right  withm  the  func- 
tions of  your  division. 
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Mr.  Sanderson.  As  far  as  we  are  concerned,  our  pricing  is  on  the 
basis  of  quantity  so  that,  naturally,  it  is  immaterial  to  us  what  size 
packages  are  used  as  long  as  the  change  in  the  package  size  does  not 
result  in  an  unfair  price  to  the  consumer. 

Our  pricing  method  for  changing  from  quarts  to  fifths  requires 
a reduction  of  20  percent  in  price  so  that  the  consumer  pays  for 
the  quantity  contained  in  the  container  the  same  relative  amount 
per  ounce,  whether  it  is  in  fifths  or  quarts. 

The  Chairman.  Your  ultimate  objective  of  the  O.  P.  A.  is  to 
protect  the  consuming  public,  is  it  not? 

Mr.  Sanderson.  Yes,  sir. 

The  Chairman.  You  are  not  working  for  the  liquor  industry  or 
what  they  want? 

Mr.  Sanderson.  No,  sir. 

The  Chairman.  It  is  your  business  to  find  out  what  will  cheapen 
the  price  or  at  least  establish  a reasonable  price  for  the  public;  is 
that  not  true? 

Mr.  Sanderson.  That  is  generally  a correct  statement. 

Senator  Ferguson.  Why  do  you  quaUfy  that  and  say  it  is  generally 
correct? 

Mr.  Sanderson.  Because  the  intimation  in  the  question  appears 
to  be  that  our  only  concern  is  for  the  consumer.  We  have  an  equal 
concern  for  the  retailer  and  the  wholesaler  and  the  manufacturer. 
We  are  pricing  for  everybody,  in  other  words. 

Senator  Ferguson.  \\’ho  represents  the  consumer?  You  have 
these  other  people  representing  the  industry.  Who  represents  the 
consumer? 

Mr.  Sanderson.  We  have  no  direct  advisory  committee  repre- 
senting the  consumer. 

Senator  Ferguson.  Do  you  think  that  the  question  is  proper, 
that  you  must  represent  the  consumer  if  he  is  to  have  a pleader  at 
all?  The  others  all  have  their  special  pleaders. 

Mr.  Sanderson.  We  definitely  feel  that  we  do  and  I endeavored 
to  answer  the  Senator’s  question  by  saying  that  we  felt  it  was  our 
obligation  to  watch  that  the  consumer  was  not  cheated  by  any  such 
change  and  that  we  provide  that  he  does  not  pay  any  more  in  propor- 
tion for  the  smaller  container  than  he  did  for  the  larger. 

Senator  Ferguson.  Is  this  not  true,  that  prior  to  March  1 when 
they  went  to  fifths,  generally  they  charged  more  for  the  fifth  than 
they  did  for  the  quart;  that  is,  they  charged  about  the  same?  They 
did  not  reduce  it  the  20  percent  that  you  did? 

Mr.  Sanderson.  I do  not  think  so. 

Senator  Ferguson.  And  that  makes  their  prices  as  of  March  1 
on  fifths  higher  than  they  will  be? 

Mr.  Sanderson.  That  is  not  our  finding  because  the  items  available 
in  quarts  were  generally  not  available  in  fifths.  It  is  not  unusual 
to  have  the  same  item  priced  in  both  sizes  and  when  both  sizes  were 
used  it  was  more  general  that  the  price  differential  represent  approx- 
imately the  20  percent. 

Senator  Ferguson.  It  did  represent  the  20  percent? 

Mr.  Sanderson.  Yes,  sir. 

Senator  Ferguson.  Do  you  have  a man  by  the  name  of  Dauer 
working  for  you? 
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Mr.  Sanderson.  No,  sir.  , . , 

Senator  Ferguson.  Did  he  work  with  you!’ 

Mr.  Sanderson.  Yes,  he  was  with  the  Beverage  Section  untU 

Senator  Ferguson.  Had  he  been  in  the  employ  of  a distiller? 

Mr.  Sanderson.  Yes,  sir;  he  had. 

Senator  Ferguson.  What  distiller  was  he  with.' 
hlr.  Sanderson.  He  was  with  the  Continental  Distilling  Co. 

Senator  Ferguson.  Was  he  ever  with  Schenley? 

Mr.  Sanderson.  I think  he  was.  . , . ^ 

Senator  Ferguson.  Was  he  ever  with  McKesson  & Robbms,  the 

wholesalers? 

Mr.  Sanderson.  Yes. 

Senator  Ferguson.  Why  was  he  let  out? 

Mr.  Sanderson.  Through  action  of  the  personnel  department  m 

connection  with  his  emplcyment  record  j „„ 

Senator  Ferguson.  What  was  it  m his  employment  record,  was 

he  not  prcperly  serving?  ....  , . 

Mr.  Sanderson.  I believe  that  his  application  for  employnaent 

contained  statements  which  were  found  not  to  be  substantiated; 
possibly  exaggerations  as  to  his  qualifications. 

Senator  Ferguson.  Was  he  doing  a good  job.  Was  he  domg  his 

wOx'k^ 

^°Mr.  Sanderson.  He  was  not  under  my  jurisdiction.  I only  have 
to  state  that,  generally  speaking,  I would  say  that  it  was  a fair  job 
but  not  as  good  as  might  have  been  expected 

Senator  Ferguson.  Was  that  the  reason  why  you  looked  at  what 

he  put  in  his  application? 

Air  Sanderson.  \\  e did  not  look  into  it. 

Senator  Ferguson.  Did  you  report  that  his  work  was  not  satis- 

Alr.^SANDERSoN.  I believe  that  some  such  report  was  naade. 

Senator  Ferguson.  And  that  caused  them  to  go  back  and  look 
at  what  he  had  stated  in  his  application? 

Mr.  Sanderson.  It  is  possible. 

Senator  Ferguson.  And  that  is  the  easiest  way  to  get  a man  out 
of  civil  service,  get  him  off  the  job  when  he  is  m civil  service,  when 

you  find  some  flaw  in  his  application?  _ t .• 

Mr.  Sanderson.  We  did  not  find  the  flaw  in  the  application. 

Senator  Ferguson.  WFo  did  find  the  flaw  in  the  apphcatiou. 

Air.  Sanderson.  The  Persomiel  Division  in  the  administrative 

^ Senator^FERGUSON.  Is  that  not  the  way  you  get  rid  of  people  who 

are  on  the  pay  roll?  . t i £ u 

Air.  Sanderson.  This  is  the  only  occasion  I know  of  anybody 

in  the  Beverage  Section  leaving  under  such  circumstances,  and  as 
nearly  as  I can  rem.em.ber,  the  flaw  was  brought  to  the  attention  ot 
the  Action  rather  than  the  Section  bringing  it  to  anybody  else  s 

Senator  Ferguson.  Did  you  not  state  that  this  work  was  not 

satisfactory  and  that  was  reported?  , , _ , , , ' 

Air.  Sanderson.  I stated  tliat  to  the  best  of  xny  knowledge  and 
belief  it  was  reported  by  the  head  of  the  section  tliat  his  work  was 

not  satisfactory. 
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Senator  Ferguson.  What  was  wrong  with  hi|  work?  Was  it  in 
connection  with  any  of  the  distillers  or  the  industry? 

Mr.  Sanderson.  No,  sir. 

Senator  Ferguson.  It  had  nothing  to  do  with  that? 

Air.  Sanderson.  He  was  not,  let  us  say,  temperamentally  fitted 
to  the  particular  work  that  we  had  for  him.  The  intimation 
contained  in  the  question,  if  I can  assume  to  judge  it,  that  there 
was  any  question  as  to  his  properly  serving  the  Government,  has 
not  been  raised.  It  is  purely  a matter  of  qualification  for  the  position. 

The  Chairman.  Did  you  have  anything  to  do  in  recommending 
what  they  cal!  a vacation  period  or  respite  period  so  that  these  distillers 
might  resume  a part  of  their  time  in  the  manufacture  of  whisky? 

Mr.  Sanderson.  No,  sir;  we  had  no  connection  whatever  with 
that.  That  is  within  the  province  of  W.  P.  B.,  that  is,  presumably 
as  first  and  perhaps  secondarily  now  with  War  Food  Administration. 
We  have  never  been  consulted  or  asked  to  give  an  opinion. 

The  Chairman.  You  are  familiar  with  the  order  that  was  written 
up  and  then  destroyed  one  night,  are  you  not? 

Air.  Sanderson.  I presume  we  hear  all  the  gossip  and  we  have 
heard  that. 

The  Chairman.  This  is  not  gossip.  Did  you  not  hear  that? 

Air.  Sanderson.  To  us  it  was  gossip.  I have  never  heard  anyone 
verify  it.  I have  never  talked  with  anyone  who  knew  anything 
about  it.  I only  got  it  third-hand. 

The  Chairman.  Well,  if  they  do  not  have  what  they  call  a vaca- 
tion period  and  then  don’t  resume  the  mianufacture  of  whisky,  what 
effect  is  it  going  to  have  on  the  price  of  whisky? 

Air.  Sanderson.  So  far  as  the  present  distribution  of  the  commod- 
ity is  concerned,  and  so  long  as  we  feel  now  we  are  m_aintaining  a set 
price,  we  believe  that  the  public  will  continue  to  pay  the  e.xisting 
ceiling  prices  where  it  can  secure  it  through  legal  channels. 

Senator  Ferguson.  Do  we  understand  then  that  no’  matter  how 
scarce  it  gets  on  the  market,  you  and  the  O.  P.  A.  will  m.aintain  the 
same  price  and  that  the  scarcity  will  have  nothing  to  do  with  the 
price? 

Air.  Sanderson.  That  is  generally  correct. 

Senator  Ferguson.  Is  it  correct? 

Air.  Sanderson.  As  far  as  pricing. 

Senator  Ferguson.  I think  the  public  ought  to  know  that. 

Air.  Sanderson.  As  far  as  pricing  goes,  we  anticipate  that  the 
present  level  of  prices  will  be  maintained. 

Senator  Ferguson.  No  matter  what  the  scarcity  you  will  maintain 
the  price? 

Air.  Sanderson.  That  is  true. 

Air.  Chairman.  Is  it  not  also  true  that  the  consuming  public 
is  not  criticising  the  price  but  that  the  consuming  public  cannot 
get  it?  That  is  the  trouble;  is  it  not? 

Air.  Sanderson.  That  is  the  trouble. 

The  Chairman.  What  is  the  result  of  that,  black  markets;  is 
it  not? 

Air.  Sanderson.  We  see  it  very  plainly;  yes,  sir. 

The  Chairman.  It  is  just  common  knowledge  that  you  can  get 
liquor  if  you  pay  the  extra  exaction  of  the  bootlegger;  is  it  not?  Not 
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bootleggers  in  the  sense  of  selling  liquors  on  which  tax  has  not  been 
paid,  but  illegally.  That  is  correct;  is  it  not? 

Mr.  Sanderson.  That  is  correct.  i i .1  x o 

The  Chairman.  What  are  you  doing  to  break  that  up ' 

Mr.  Sanderson.  We  are  working  with  the  industry  m every  pos- 
sible way,  with  our  own  agencies,  the  Alcohol  Tax  Unit  in  particular. 

I mean  with  our  own  Government  agencies.  t . • , r 

Senator  Ferguson.  You  had  one  case  here  in  the  district  where 
you  fined  one  man  about  a hundred  thousand  dollars;  did  you  notf 
Mr.  Sanderson.  The  District  did. 

Senator  Ferguson.  Do  you  have  the  facts  on  that? 

Mr.  Sanderson.  No,  sir,  . . , , j 

Senator  Ferguson.  Will  you  furnish  to  the  committee  the  de- 
tailed facts  on  that?  _ x-  ij 

Mr.  Sanderson.  I would  appreciate  it  if  that  question  could  be 

asked  of  our  enforcement  officer.  -xi,  xu  xo 

Senator  Ferguson.  You  have  nothing  to  do  with  that. 

Mr.  Sanderson.  We  have  nothing  to  do  with  enforcement 
I believe  you  have  a representative  of  the  Enforcement  Division  here 
and  he  can  give  you  all  the  details  on  that. 

The  Chairman.  Who  is  the  enforcement  agent?  * . , 

Mr.  Sanderson.  Harold  Epstein.  He  is^head^  of  the  Agricultural 
Commodity  Enforcement  Division.  Mr.  Epstein  is  h«re. 

The  Chairman.  Do  vou  have  any  other  questions,  Mr.  Matticef 
Mr.  Mattice.  I would  like  to  clear  up  one  thing  in  connection 
with  what  Senator  Ferguson  was  asking  you  about  a certain  brand  of 
whisky  The  whisky  he  mentioned  was  a bonded  whisky  and  the 
retailer  to  whom  he  had  reference  and  who  advertised  m the  news- 
papers here  last  month,  was  selling  this  paiticular  bonded  Kentucky 
sour  mash  bourbon  at  $4.25  per  fifth,  which  he  testified  here  was  the 
O.  P.  A.  ceiling  price,  and  we  understand  that  it  is. 

What  I want  to  ask  you  is  if,  on  your  schedule  of  December  2, 
which  is  ammendment  9 (that  is  the  first  item  shown,  100  proof 
“bottled  in  bond,”  4 years  old,  average  retail  price  per  filth  gallon 

That  does  not  answer  Senator  Ferguson  s question  whether  the 
same  article  might  now,  under  this  schediile,  sell  for  more  or  less,  and, 
in  this  Instance,  sells  for  95  cents  less  is  that  an  example  of  it  or 

Mr.  Sanderson.  No;  this  is  possible.  Of  course,  this  average 
retail  price  computed  here  does  not  attempt  to  be  the  retail  price 
in  the  District  of  Columbia.  It  is  probably  pretty  close  to  it. 

Mr.  Mattice.  Let  us  take  it  another  way.  If  the  bonded  liquor 
about  which  he  inquired  about  one  of  the  old  brands,  let  us  say  it 
was  Old  Grand  Dad,  and  had  a ceiling  price  in  December,  before  this 
change  came  out,  of  $4.25  per  fifth,  that  would  contmue  to  be  the 

price  for  that  particular  liipior,  would  it  not?  i i . 

Mr.  Sanderson.  That  is  correct.  These  prices  apply  only  to 

new  brands.  , i i.-  u 

Mr.  Mattice.  These  prices  apply  only  to  new  brands  which  have 

been  brought  out  in  comparatively  recent  times? 

Mr.  Sanderson.  Yes,  sir.  ,i-  f ex 

Mr.  Mattice.  Such  as,  for  instance,  have  been  selling  tor  $4, 

$4.25,  $4.50  a fifth? 
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Mr.  Sanderson.  Yes,  we  believe  so;  and  many  of  them  very 

much  overpriced.  . • i, 

Mr.  Mattice.  They  have  been  selling  at  a price  higher  than 
100-proof  bonded  whisky  and  that  has  been  commonly  true? 

« Mr.  Sanderson.  We  tave  found  it  that  way;  yes,  sir. 

Mr.  Mattice.  I suggest,  if  you  gentlemen  please,  that  this  be 
a part  of  the  record. 

Senator  Ferguson.  May  this  be  made  part  of  the  record,  Mr. 
Chairman? 

The  Chairman.  Yes. 

Mr.  M.\ttice.  Is  that  the  release  which  your  office  put  out  under 
the  date  shown  there? 

Mr.  Sanderson.  This  is  a statement  of  considerations  which 
accompanied  amendment  9 to  Maximum  Price  Regulation  445  which 
is  the  regulation  which  names  the  specific  prices  on  domestic  whis- 
kies concerning  which  I have  been  testifying. 

Mr.  Mattice.  Do  you  have  a copy  of  amendment  9? 

Mr.  Sanderson.  Yes. 

Senator  Ferguson.  When  you  fix  the  maximum  prices,  have  you 
ever  found  that  it  docs  not  becomes  the  minimum  price  as  well  as 
the  maximum? 

Mr.  Sanderson.  We  find  many  cases  in  which  it  is  not  the  maxi- 
mum price  as  to  items  of  which  there  is  a continuance  of  manufac- 
ture. Not  in  whisky;  no,  sir. 

Senator  Ferguson.  In  other  words,  when  you  fix  the  maxinium 
price,  that  becomes  the  minimum  price  and  there  is  no  competition 

at  all?  . 

Mr.  Sanderson.  It  is  generally  true  that  at  the  present  time  all 
sales  of  \rhisky  and  practically  all  sales  of  domestic  distilled  spirits 
are  at  the  ceiling  price. 

Mr.  M iTTicE.  Is  that  the  amendment? 

Mr.  Sanderson.  This  is  amendment  9 ; yes. 

Mr.  Mattice.  May  both  of  those  statements  be  included  in  the 
i record  at  this  point,  Mr.  Chairman? 

I The  Chairman.  They  may  be  included  at  this  point. 

I (The  documents  referred  to  are  as  follows:) 

. DOCUMENT  NO.  25718 

OFFICE  OF  PRICE  ADMINISTRATION 

Statement  of  the  Considerations  Involved  in  the  Issuance  of 
Amendment  No.  9 to  M.aximum  Price  Regulation  No.  445 

DISTILLED  SPIRITS  AND  WINES 

The  accompanying  amendment  to  Maximum  Price  Regulation  No.  445  contains 
the  pricing  provisions  for  processors’  sales  of  packaged  domestic  distilled  spirits 
which  the  statement  of  considerations  to  the  regulation  indicated  would  be 

forthcoming.  . ...  x-  v, 

Since  the  inception  of  price  control,  conditions  in  the  domestic  beverage 

distilled  spirits  industry  have  undergone  substantial  changes.  In  March  1942, 
the  production  of  neutral  spirits,  for  beverage  purposes,  at  or  above  190°  proof 
was  prohibited.  Processors  of  domestic  distilled  spirits  whose  output  was_  not 
confined  to  production  of  alcohol  for  war  purposes  were  permitted  to  continue 
production  of  high  wines  at  over  100°  but  less  than  190°  proof.  However,  on 
October  8,  1942,  production  of  all  beverage  spirits  from  cane  or  grain  was  ter- 
minated. Recentlv  restrictions  have  been  placed  on  the  use  of  glass  containers 
for  beverage  distilled  spirits.  Due  to  those  facts,  the  industry  has  been  placed 
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in  a semiliquidating  position.  However,  concurrently  wit  h the  shrinkage  of  supply 
there  arose  a greatly  increased  demand  for  fc>everage  distilled  sj>irits  at  llie  consumer 
level.  The  result  has  been  to  produce  great  pressures  on  prices. 

Successive  steps  were  taken  by  the  Price  Admini.^trator  to  meet  the  price 
problems  created  by  the  limitations  on  supply  and  the  concurrent  increase  m 
demand.  Initially,  sales  of  both  domestic  and  imported  distilled  spirits  were 
subject  to  the  provisions  of  the  General  Maximum  Price  Regulation.  In  July 
1942  Maximum  Price  Regulation  No.  193  was  issued.  It  established  maxinum 
prices  for  sales  of  domestic  distilled  spirits  by  all  persons  and  incorporated  the 
“March  freeze”provisions  of  the  General  Maximum  Price  Regulation.  However, 
it  made  provision  for  permitted  increases  for  increased  costs  due  to  substitution 
of  high  wines  for  neutral  spirits  formerly  used.  On  Noveniber  1,  1942,  pro’  i- 
sion  was  made  for  addition  of  increased  federal  excise  taxes  which  became  eiiective 
on  that  date.  In  February  1943,  dollars  and  cents  uniform  maximum^  prices 
were  established  for  sales  of  bulk  domestic  whiskey  (substituting  for  freeze  pnees 
theretofore  applicable),  and  subsequently  price  revision  was  allow'ed  where 
imported  distilled  spirits  were  used  lo  displace  certain  ingredients  of  domestic 

distilled  spirits.  , . ^ , ur  • t> 

The  “freeze”  method  of  price  control  employed  m tlie  General  Maximum  rrice 

Regulation  and  in  Maximum  Price  Regulation  No.  193,  despite  provisions  made 
to  meet  changing  conditions  in  the  industry,  h^  in  part  proved  inadequate  to 
deal  with  price  pressures  created  by  conditions  in  the  indust' y.  The  provisions 
of  Article  V of  Maximum  Price  Regulation  No.  445  establish  uniform  margins  over 
net  cost  for  wholesale  and  retail  sales  of  packaged  domestic  distilled  spirits.  It 
is  the  function  of  the  accompanying  amendment  to  provide  uniform 
cal  methods  for  establishing  maximum  prices  for  packaged  domestic  distilled 
spirits  at  the  processor  level.  The  pricing  methods  therein  provided  are  Miiiit- 
tedly  complex  in  certain  respects.  However,  those  complexities  are  due  to  the  na- 
ture of  tbe  commodity  and  the  industry  which  is  the  subject  of  the  amendment. 

\n  “item”  of  packaged  domestic  distilled  spirits  is  defined  in  the  accompany- 
ing amendment  to  mean  a “particular  brand  name,  forrnula,  and  container  size 
* * * of  a particular  classification  and  subclassification  of  identity  as  Pro- 

vided under  the  provisions  of  the  Federal  Alcohol  Administration  Act,  as  amended. 
The  possible  combinations  of  name,  container  size,  proof,  age,  type  designation, 
and  ingredients  are,  of  course,  innumerable.  A regulation  based  upen  prices 
charged  during  March  1942  must,  therefore,  furnish  procedures  for  uniform  price 
changes  to  compensate  for  each  possible  alteration  in  the  composition  of  an  item. 
Changes  of  container  sizes  and  formulae,  since  March  31,  1942,  were  in  many 
instances  made  by  the  processor  to  meet  situations  which  arose  from  ^e  limita- 
tions on  his  supply  of  domestic  distilled  spirits  and  the  limitations  on  his  supply 
of  containers  for  packaging  the  commodity.  On  the  other  hand,  many  changes 
in  brand  names,  container  sizes,  and  formulae  were  made  for  the  purpose  of  avoid- 
ing or  even  evading  applicable  maximum  price  regulations.  Under  Maximum 
Price  Regulation  No.  193  where  changes  were  made  after  March  31,  1942,  the 
processor’s  maximum  price  for  the  changed  item  w'as  determined  by  adopting 
the  maximum  price  for  his  ow'n  most  similar  item  sold  or  offered  for  sale  during 
March  1942.  If  he  had  no  such  similar  item  of  his  own,  he  adopted  the  maximum 
price  for  the  most  similar  item  sold  or  offered  for  sale  during  March  1942  by  his 
most  closely  competitive  seller  of  the  same  class.  The  accompanying  amend- 
ment preserves  in  part  the  “freeze”  price  of  the  General  Maximum  Price  Regu- 
lation but  confines  its  applicability  to  those  items  vhich  are  exactly  same 
with  respect  to  brand  name,  container  size,  and  formula  as  sold  ar  offered  tor  sale 
by  the  processor  during  March  1942.  For  changes  to  brand  name,  container 
size,  and  formula,  the  “similarity”  method  of  price  determination  is  discontinued 

and  new  uniform  methods  are  provided.  . 

The  pricing  procedures  and  methods  provided  in  the  accompanying  amencu 
ment  received  long  and  careful  consideration.  A preliminary  draft  of  the  proposed 
amendment  was  prepared  and  submitted  to  distillers  and  rectifiers,  and  a meeting 
was  held  in  AVashington,  D.  C.,  on  Friday,  June  18,  1943,  where  representative 
members  of  industry  discussed  the  proposal.  Subseauently,  briefs  and  comments 
on  the  proposal  were  submitted  by  many  persons  affected  thereby.  Those  briefs 
and  comments  have  received  careful  study  and  consideration,  and  to  the  extent 
that  recommendations  made  therein  were  consistent  with  the  purposes  Uie 
Emergency  Price  Control  Act  of  1942,  as  amended,  they  have  been  adopted  by 
the  Price ‘Administrator  in  the  accompanying  amendment.  In  the  judgment 
of  the  Price  Administrator,  the  pricing  procedures  and  methods  provided  in  the 
accompanying  amendment  furnished  a satisfactory  and  generally  fair  and  equi- 
table method  for  treatment  of  the  com]>lex  problems  caused  by  conditions  now 
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prevailing  in  the  industry.  The  maximum  prices  so  established  saUsfy  the 
requirements  of  the  Emergency  Price  Control  Act  of  1942,  as  amended.  With 
respect  to  those  conclusions  the  Price  Administrator  has  received  the  concurrence 
of  a great  majority  of  the  members  of  the  beverage  distilled  spirits  industry. 

I.  Pricing  Procedures 

All  items  of  packaged  domestic  distilled  spirits  are  placed  in  three  categories 
for  the  purposes  of  the  accompanying  amendment.  Those  categories  are  as 

follows: 

1.  Items  sold  or  offered  for  sale  by  the  processor  during  March  1942 

(brand  name,  formula,  and  container  size  indentical  with  those  for  the  item 
sold  or  offered  for  sale  during  March  1942).  , , , , , . 

2.  Items  of  a brand  name  .sold  or  offered  for  sale  by  the  processor  during 
March  1942,  but  of  a different  formula  or  container  size. 

3.  Items  of  a brand  name  not  sold  or  offered  for  sale  by  the  processor 

during  March  1942. 

Seven  different  pricing  procedures  are  provided  in  Appendices  A through  CR 
inclusive,  of  the  accompanying  amendment.  The  maximum  prices  establisnea 
under  those  procedures  are  as  follows: 

Afarch  19J^2  maximum  prices. — Those  prices  are  provided  in  Appendix  A, 
and  thev  are  applicable  only  to  items  in  category  No.  1 above. 

Converted  March  19^2  maximum  prices  for  a change  of  container  size. 
Those  prices  are  provided  in  Appendix  B,  and  they  are  applicable  only  to 
items  in  category  No.  2 above  where  the  change  in  container  size  involves 
the  specific  sizes  for  which  a conversion  method  is  provided  in  the  Appendix. 

Converted  March  19^2  maximum  prices  for  a change  of  proof.  1 hose  prices 
are  provided  in  Appendix  C,  and  they  are  applicable  only  to  items  of  domestic 
whiskey,  domestic  gin,  domestic  brandy,  and  domestic  rum  m category  No.  2 
above 

Converted  March  194S  maximum  prices  for  a change  of  formula  other  than 
proof.  Those  prices  are  provided  in  Appendix  D,  and  they  are  applicable 
only  to  items  of  domestic  whiskey  (not  including  such  items  containing  malt 

whiskey)  in  category  No.  2 above.  i,  . j 

For  anv  items  in  which  two  or  more  changes  have  been  made,  the  con- 
version, as  applicable  to  the  particular  item,  must  be  made  first  for  the  change 
in  container  size  in  accordance  with  Appendix  B,  second  for  the  change  of 
proof  in  accordance  with  Appendix  C,  and  third  for  the  change  in  formu  a 

other  than  proof  in  accordance  with  Appendix  T>.  ■ j j • a 

Prescribed  uniform  maximum,  prices. — Those  prices  are  provided  in  Appen- 
dix E,  and  they  are  applicable  only  to  items  of  domestic  w'hiskey  (not  including 
such  items  containing  malt  whiskey)  in  category  No.  3 above,  and,  at  the 
option  of  the  processor,  to  such  items  of  domestic  whiskey  in  categories  Nos. 

1 and  2 above.  . , . r,.,  • 

Special  maximum  prices  by  authorization. — Those  maximum  prices  are 

provided  in  Appendix  F.  They  are  applicable  to  items  m category  No.  1 
above  which  the  processor  desires  to  sell  to  a customer  of  a class  to  \vhich  he 
did  not  sell  or  offer  to  sell  the  item  during  March  1942.  They  are  likewise 
applicable  to  items  in  category  No.  2 above  which  the  processor  desires  to 
sell  to  a customer  of  a class  to  which  he  did  not  sell  or  offer  to  sell  the  item 
used  as  the  basis  for  computing  the  converted  March  1942  maxumim  price. 
Special  maximum  prices  by  authorization  are  also  applicable  to  items  in 
categories  Nos.  2 and  3 if  no  other  pricing  method  for  the  item  is  provided 
in  the  Appendices. 

Appendix  G contains  provisions  for  adjustment  of  maximum  prices,  established 
under  the  other  appendices,  to  compensate  for  substitution  of  certain  ingrecnent 
distilled  spirits.  Those  provisions  are  applicable  to  all  items  in  categoru^  JNos. 
1 2 and  3 above  in  accordance  with  the  particular  substitution  made  by  the 
processor.  However  adjustments,  under  Appendix  G may  be  made  only,  after  all 
adjustments  necessary  under  the  other  Appendices  have  been  completed. 

II.  Explanation  of  Pricing  Procedures 

(a)  MARCH  1942  MAXIMUM  PRICES 

A March  1942  maximum  price  (as  provided  in  Appendix  A)  is  the  highest 
price  per  case  at  wdiich  the  processor  sold  or  offered  to  sell  the  same  item  to  a 
customer  of  the  same  class  during  March  1942,  plus  the  applicable  amount  of 
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any  new  or  increased  federal,  state  or  local  excise  tax  which  became  effective 
after  March  31,  1942  and  before  November  3,  1042.  New  or  increased  Federal, 
state  or  local  excise  taxes  which  are  effective  after  November  2,  1942  may  be 
added  to  a March  1942  maximum  price,  in  appropriate  instances,  under  pro- 
visions of  sections  7.3  of  Article  VII  of  the  regulation. 

The  March  1942  maximum  price  does  not  include  any  additions  permitted  under 
Maximum  price  Regulation  No.  193.  Adjustments  of  March  1942  maximum 
prices  similar  to  those  therefore  provided  in  Maximum  Price  Regulation  No.  193, 
can  hereafter  be  made  only  in  conformity  with  Appemdix  G. 

A March  1942  maximum  pi  ice  for  an  item  cannot  be  used  for  sales  of  the  item 
to  a class  of  customers  to  which  it  was  not  sold  or  offered  for  sale  by  the  processor 
during  March  1942.  Definitive  rules  are  set  forth  in  section  3.3  (c)  v.ith  respect 
to  processors’  customer  classifications.  Because  of  the  many  complications 
involved  in  converting  a March  1942  maximum  price  for  sales  to  one  class  of 
customers  into  corresponding  prices  for  sales  to  another  class  of  customers,  the 
accompanying  amendment  does  not  contain  self-executing  provisions  for  such 
conversions.  A multiplicity  of  conversions  are  possible,  such  as  a conversion  for 
a sale  to  a retailer  in  Illinois  where  the  processor  during  March  1942  sold  the  item 
only  on  a delivered  basis  to  retailers  in  ?outh  Dakota,  or  a conversion  of  a price 
to  a particular  class  of  retailers  into  a price  to  v holesalers,  or  a conversion  of  a 
price  to  monopoly  states  into  a price  to  wholesalers  or  retailers,  etc.  In  each 
instance  the  difference  in  applicable  taxes  and  freight  charges,  if  included  in  the 
basic  price,  and  the  mark-ups  applied  thereto,  must  be  adjusted  for  the  sale  to 
the  new  class  of  customers.  The  OPA  has  already  developed  uniform  methods  for 
making  the  necessary  price  adjustments,  but  those  methods  are  not  made  self- 
operating  by  the  accompanving  amendment.  In  situations  involving  sales  to 
a new  class  of  customers  which  in  all  probability  will  prove  few  in  number,  the 
processor  must  establish  a special  maximum  price  by  authorisation  in  accordance 
with  Appendix  F,  and  the  necessary  price  adjustments  will  be  made  by  the 
national  office. 

(b)  CONVERTED  MARCH  1942  MAXIMUM  PRICES  FOR  CHANGES  OF  CONTAINER  SIZE 

The  methods  provided  in  Appendix  B are  applicable  only  where  the  conver- 
sion is  from  and  to  any  of  the  following  container  sizes:  ouarts,  fifths,  pints, 
tenths,  and  half-pints.  In  instances  where  anv  other  container  size  is  involved 
in  the  conversion,  the  processor  must  establish  a special  maximum  price  by 
authorization  under  Appendix  F. 

As  the  basis  for  the  conversion,  the  processor  must  use  his  March  1942  maxi- 
mum price  for  the  largest  container  size  of  the  item  he  sold  or  offered  for  sale  to 
the  particular  class  of  customers.  That  reqiiirement  is  provided  because  of  the 
industry  practice  during  and  prior  to  March  1942  of  basing  a price  for  a particular 
brand  and  formula  upon  the  price  for  the  largest  container  size  of  the  same  brands 
and  formula  and  it  serves  to  furnish  a uniform  starting  point  for  all  container 
size  conversions. 

Appendix  B is  based  upon  two  principles  recognized  after  consultation  with 
members  of  industry.  Those  principles  are: 

1.  That  except  for  casing  cost,  all  elements  of  cost  and  mark-up  vary 
directly  and  proportionately  with  the  gallonage  content  of  the  case  when  a 
conversion  is  made  between  cases  containing  different  total  quantities 
(e.g.  ouarts  to  fifths);  and 

2.  That  for  conversions  between  cases  of  the  same  total  quantity  (e.g. 
quarts  to  pints),  the  proper  difference  in  price  is  the  difference  between  the 
respective  casing  costs. 

The  casing  costs  employed  in  the  conversion  procedures  were  determined  by 
analysis  of  those  costs  during  March  1942  and  are  as  follows: 


Case  of  12  quarts  or  12  fifths  $1-  SO 

Case  of  24  pints  or  24  tenths 2.  10 

Case  of  48  half-pints 2.  85 


The  industry  will,  of  course,  understand  that  use  of  such  amounts  for  purposes 
of  this  Regulation  does  not  establish  uniform  ceiling  prices  for  casing,  or  in  any 
way  affect  individual  casing  ceilings  under  MPR  165. 

it  is  unnecessary  to  discuss  in  detail  the  conversion  methods  under  Appendix 
B.  They  provide  a uniform  method  for  compensating  changes  in  maximum 
prices  to  cover  changes  from  and  to  the  container  sizes  generally  in  use  in  the 
industry.  The  method  cannot  be  used  to  establish  a maximum  price  for  an  item 
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in  a particular  container  size  in  which  it  was  sold  or  offered  for  sale  during  March 
1942.  That  limitation  rests  upon  the  desire  of  the  Price  Administrator  to  pre- 
serve established  March  1942  price  relationships  wherever  possible,  and  to  provide 
uniform  procedures  for  adjustment  of  March  1942  prices  only  where  necessary. 
Obviously,  a processor  who  sold  or  offered  to  sell  an  item  in  two  or  more  container 
sizes  during  March  1942  must  be  required  to  retain  March  1942  maximum  prices 
for  the  container  sizes  in  which  the  item  was  sold. 

(c)  CONVERTED  MARCH  1942  MAXIMUM  PRICES  FOR  CHANGES  OF  PROOF 

The  procedures  provided  in  Appendix  C are  applicable  only  to  items  of  domes- 
tic v\hiskey,  domestic  gin,  domestic  brandy,  and  domestic  rum.  For  items  of  any 
other  classification  in  which  the  proof  differs  from  that  for  the  item  sold  or  offered 
for  sale  during  March  1942,  the  processor  must  establish  a special  maximum  price 
by  authorization  under  Appendix  F.  From  time  to  time  conversion  procedures 
for  changes  in  proof  of  items  such  as  domestic  cordials  or  liquors  w ill  be  added 
to  Article  III,  but  until  such  time  as  self-executing  procedures  are  developed 
and  adopted,  conversions  for  change  in  proof  of  items  of  other  classifications 
must  be  made  upon  individual  application  in  accordance  with  Appendix  F. 

As  the  basis  for  the  conversion  provided  in  Appendix  C,  the  processor  must 
use  his  March  1942  maximum  price  for  an  item  of  the  same  brand  name,  container 
size,  and  formula  (other  than  proof)  at  the  highest  degree  of  proof  he  sold  or 
offered  for  sale  during  March  1942.  Where  the  container  size  of  the  item  sold 
or  offered  for  sale  during  March  1942  differs  from  that  for  the  item  to  be  priced, 
the  processor  must  first  convert  the  March  1942  maximum  price  for  the  item  in 
the  container  size  sold  or  offered  for  sale  during  March  1942  to  a converted  March 
1942  maximum  price  for  the  same  container  size  as  that  of  the  item  to  be  priced. 
Without  explaining  the  conversion  procedures  in  detail,  they  may  be  described 
as  a method  for  determining  the  value  of  the  base  item  per  degree  of  proof.  The 
converted  March  1942  maximum  price  is  then  computed  by  multiplying  the 
unit  value  per  degree  of  proof  of  the  base  item  by  the  number  of  degrees  of  proof  of 
the  item  to  be  priced.  Appropriate  provision  is  made  for  adjustment  of  prices 
to  compensate  for  applicable  federal  rectification  taxes, 

The  method  provided  in  Appendix  C cannot  be  used  to  establish  a converted 
March  1942  maximum  price  for  an  item  of  the  same  brand  name  and  proof  sold 
or  offered  for  sale  by  the  processor  during  March  1942.  The  reasons  for  that 
rule,  and  for  the  rule  that  the  highest  proof  item  must  be  used  as  the  basis  of 
the  conversion,  are  the  same  as  those  for  the  corresponding  rules  applicable  to 
conversions  for  changes  in  container  size. 

(d)  CONVERTED  MARCH  MAXIMUM  PRICES  FOR  CHANGES  OF  FORMULA  (OTHER  THAN 

PROOF) 

The  procedures  provided  in  Appendix  D are  applicable  only  to  items  of  domes- 
whiskey,  not  including  such  items  containing  malt  whiskey.  From  time  to  time 
appropriate  methods  will  be  established  for  changes  in  formula  of  other  classifi- 
cations. Meanwhile  where  the  formula  (other  than  proof)  of  an  item  of  packaged 
domestic  distilled  spirits  (except  an  item  of  domestic  whiskey  which  does  not 
contain  malt  w'hiskey)  is  different  from  that  for  the  item  sold  or  offered  for  sale 
by  the  processor  during  March  1942,  he  must  establish  a special  maximum  price 
by  authorization  for  such  item  under  Appendix  F. 

The  pricing  methods  provided  in  Appendix  D are  based  upon  bulk  whiskey 
prices  set  forth  in  Article  II  of  Maximum  Price  Regulation  No.  445  and  neutral 
spirits  costs  of  65  cents  per  original  proof  gallon.  Recognition  of  the  latter  amount 
does  not,  however,  alter  existing  ceiling  prices  for  neutral  spirits,  but  merely 
affords  an  appropriate  cost  factor  for  purposes  of  computations  under  Appendix 
D.  It  is  the  median  of  the  highest  prices  charged  during  March  1942  by  manufac- 
turers of  neutral  spirits,  in  accordance  with  reports  made  by  such  manufacturers 
to  the  various  Regional  Offices  of  the  Office  of  Price  Administration.  The  use 
of  the  costs  for  whiskey  and  neutral  spirits,  set  forth  in  Table  I of  Appendix  D, 
for  the  purposes  of  the  conversion  provided  in  that  Appendix  D,  is  in  the  judgment 
of  the  Price  Administrator,  generally  fair  and  equitable.  The  methods  embodied 
in  the  Appendix  were  adopted  after  consultation  with  industry,  and  represent  the 
most  satisfactory  method  for  the  preservation  of  March  1942  price  relationship 
where  a change  in  the  formula  of  an  item  is  made  after  March  31,  1942. 

Appendix  D permits  processors  to  make  only  one  conversion  from  a March 
1942  price  of  a particular  item,  and  limits  use  of  the  conversion  formula  to  instances 
where  the  new  item  is  substituted  for  the  old.  During  and  prior  to  March 
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1942,  general  industry  practice  was  to  market  various  types  of  whiskey  under 
separate  brand  names.  Where  the  same  processor  sold  spirit  blends,  blends  of 
straight  whiskey,  blended  whiskey  and  bottled-in-bond  whiskey  the  practice  was 
to  use  separate  brand  names  for  each  type,  although  whiskeys  within  a particular 
type,  sold  under  one  brand  name,  in  many  instances,  varied  as  to  age,  proof,  or 
components.  The  limitations  embodied  in  Appendix  D \\  ill  permit  the  processor 
to  make  compensating  price  adjustments  in  instances  where  change  of  formula 
(other  than  proof)  is  due  to  limitations  of  supply,  but  will  prevent  him  from 
constructing  an  entire  price  line  by  making  multiple  conversions  from  his  item 
having  the  highest  March  1942  price.  Such  limitation  is,  in  the  judgment  of 
the  Price  Administrator,  necessary  to  assure  effective  control  of  prices,  and 
involves  no  improper  restrictions  on  the  use  of  brand  names. 

(C)  PRESCRIBED  UNIFORM  MAXIMUM  PRICES 

The  procedures  provided  in  Appendix  E are  applicable  only  to  items  of  domestic 
whiskey,  not  including  items  containing  malt  whiskey.  From  time  to  time  api^n- 
dices  will  be  added  to  Article  III  in  which  prescribed  uniform  maximum  prices 
will  be  provided  for  items  of  other  classiOcations  of  domestic  distilled  spirits. 

• Until  such  time  as  prescribed  uniform  maximum  prices  are  provided  for  items 
other  than  domestic  whiskey,  as  described  above,  processors  of  other  items  of 
a brand  name  not  sold  or  offered  for  sale  by  the  processor  during  March  1942 
must  establish  special  maximum  prices  by  authorization  therefor. 

Prescribed  uniform  maximum  prices  are  mandatory  for  items  of  domestic 
whiskey,  not  including  items  containing  malt  whiskey,  of  a brand  name  not  sold 
or  offered  for  sale  by  the  processor  during  March  1942.  Those  prices  are  optional, 
however,  for  such  items  of  domestic  whiskey  of  a brand  name  sold  or  offered  for 
sale  by  the  processor  during  March  1942.  Appendix  E requires  that  when  an 
item  of  a particular  brand  name  is  sold  at  a prescribed  uniform  maximum  price, 
all  other  items  of  domestic  whiskey  of  the  same  brand  name,  regardless  of  formula 
or  container  size,  must  be  priced  in  accordance  with  Appendix  E.  In  that  way 
a processor  who  wishes  to  take  advantage  of  any  increment  available  to  him 
through  the  use  of  a prescribed  uniform  maximum  price  for  particular  sales  must 
thereafter  make  all  sales  of  any  item  bearing  the  same  brand  name  at  the  appro- 
priate prescribed  uniform  maximum  price.  The  Price  Administrator  is  fully 
cognizant  of  the  possibility  of  avoiding  consequences  of  that  rule  by  slight 
alteration  in  brand  name.  However,  reports  filed  in  jiccordance  with  Appendix  E 
will  be  closely  scrutinized  and  compared  with  reports  filed  under  Amendmwft 
No.  6 to  Maximum  Price  Regulation  No.  193. 

Prescribed  uniform  maximum  prices  are  based  upon  a comprehensive  study  of 
prices  prevailing  in  the  industry  during  March  1942.  Prices  reported  on  OPA 
form  635-232-A  were  available  to  the  staff  of  the  Price  Administrator  and  they  i 

provided  an  accurate  and  reliable  source  of  information  with  respect  to  market 
conditions  prevailing  during  March  1942.  OPA  forms  635-232-B  and  C likewise 
provided  the  best  source  of  information  for  details  of  price  changes  which  have 
occurred  since  March  31,  1942.  The  prescribed  uniform  maximum  prices  pro- 
vided in  Appendix  E establish  an  orderly  pattern  of  whiskey  prices  in  which 
the  price  per  case  varies  directly  with  the  age,  proof  whiskey  content  or 
whiskey  and  neutral  spirits  content,  and  container  size.  Those  standards  for 
price  classification  have  been  in  general  use  in  the  industry  for  many  years,  and 
they  arc  uniformally  recognized  for  labeling  and  advertising  purposes  under  the 
regulations  of  the  Federal  Alcohol  Administration.  The  prescribed  uniform 
maximum  prices  are  at  least  equal  to  the  average  prices  prevailing  during  March 
1942.  They  are  based  upon  ceiling  prices  for  bulk  whiskey,  neutral  spirits  at 
65  cents  per  original  proof  gallon,  applicable  federal  (excise  and  rectification  taxes, 
and  a gross  profit  margin  over  those  costs. 

Table  A below  indicates  the  relationship  between  prescribed  uniform  maximum 
prices  and  actual  prices  prevailing  during  March  1942.  An  examination  of 
that  table  shows  that  the  prescribed  uniform  maximum  prices  bear  a “bulk 
line”  relationship  to  the  wide  range  of  first  quarter  1942  prices.  The  prices  in 
Appendix  E are  substantially  lower  than  those  for  a small  group  of  very  expensive 
brands,  but  they  are  somewhat  higher  than  the  piices  for  the  larger  group  of 
the  remaining  brands.  Among  straight  whiskeys  and  blends  of  straight  whiskey, 
prescribed  uniform  maximum  prices  are  equal  to  or  above  84  percent  of  the 
March  1942  prices  for  brands  included  in  the  study.  For  spirit  blends  those 
prices  are  equal  to  or  above  87  percent  of  the  March  1942  prices  for  such  brands. 

Further  prescribed  uniform  maximum  prices  closely  approximate  prices  for 
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many  nationally  adverised  brands  sold  during  March  1942  by  the  larger 
distilleries  and  rectifiers.  Table  B,  below,  indicates  that  many  items  sold  during 
March  1942  by  the  five  largest  distilling  companies,  the  prescribed  uniform 
maximum  prices  are  within  $1  of  the  prices  for  such  items.  Tables  C,  D,and  E, 
below,  compare  prices  for  brands  introduced  into  the  market  since  March  31, 
1942,  with  prescribed  uniform  maximum  prices  now  applicable  to  such  items. 
The  prescribed  uniform  maximum  prices  wifi  result  in  a substantial  roll-back 
with  respect  to  many  prices  heretofore  adopted  by  processor  for  such  items. 

In  the  judgment  of  the  Price  Administrator  the  prescribed  uniform  maximum 
prices  provided  in  Appendix  E are  generally  fair  and  equitable  and  satisfy  the 
requirements  of  the  Emergency  Price  Control  Act  of  1942,  as  amended. 

Table  A, — Coynparison  of  prescribed  uniform  maximum  prices  with  prices  ‘ of 
packaged  domestic  whiskey  in  the  first  quarter  of  19^2 


(Per  case  of  ptats] 


First  quarter  1942 
retail  price  per  pint 

Straight  whiskey 

Bottled-in-bond 
1 whiskey 

Blend.s  of  straight 
^ whiskey 

Spirit  blended 
whiskey 

! Percent 
of  brands 

Average  * 
difference 

Percent 
of  brands 

Average 
i difference 

Percent 
of  brands 

Average 

difference 

Percent 
of  brands 

Average 

difference 

f n orutn  qq 

8.2 

36.1 

+$3.40 

+3.05 

+2.74 

+2.30 

• 

10. 0 

+$4.98 

ti  nrwsii  no 

20.0 

+3.87 

ti  in-s:i  IQ  ' 

27.8 

7.7 

+$3.37 

31.6 

+2.63 

$1.20-$1.29 

16.4 

13.6 

+$5.09 

16.4 

+2.40 

10.0 

4-2.20 

$1.30-$1.39 

6.6  1 

4*1.63 

9.1 

+4.33  1 

30.8 

+.90 

16.7 

+.37 

$1.40-$1.49 

3.3 

+1.00 

4.6 

+2.38 : 

30.8 

+.22 

1.7 

-.60 

ti  <;n..ti  so 

1.6 

—.96  ' 

22.7 

+2.09 

-.30 

1.7 

-.97 

ti  an_ti  AO 

9.1 

8.3 

-3.22 

tl  7n_t1  7Q 

18.2 

-1.66 

ti  RA-tt  M 

7.7 

-4. 89 

1 

ti  QO-tl  QQ 

4.5 

-1.38 

7.7 

-6.30 

t9  no-t9  no 

t9  1 n_t9  1 Q 

t9  90_t9  90 

13.6 

-9.47 

t9  an-t9  so 

t9  AA_t9  JQ 

t9  <;0-t9  *\Q 

4.5 

-12.01 

1 Adjusted  to  iuclude  Federal  excise  and  rectification  taxea  at  ratea  In  effect  on  November  2, 1942. 
i (H-)  indicates  excess  of  prescribed  uniform  maximum  price  over  first  quarter  1942  price.  (“)  indicates 
excess  of  first  quarter  1942  price  over  prescribed  uniform  maximum  price. 


Table  B. — Brands  of  five  largest  distillers,  the  adjusted  March  19/^2  prices  * of 
which  are  within  $1,00  of  the  prescribed  uniform  maximum  price 

[Per  case  of  quarts] 


Bottled-in-bond  whiskey: 
Company  A— Brand  1.. 
Company  A — Brand  2— 
Company  B— Brand  1- 
Company  C“Brand  1— 
Company  D — Brand  1— 
Comi>any  D— Brand  2.. 
Company  D—Brand  3.. 
Company  D~Brand  4.. 
Company  E— Brand  1-. 
Straight  whiskey: 

Company  A— Brand  3.. 
Company  A— Brand  4— 
Company  A— Brand  5.. 
Company  D— Brand  5-. 
Company  D— Brand  6.. 
Blends  of  straight  whiskey: 
Company  A— Brand  6.. 
Company  A— Brand  7.. 
Company  A— Brand  8.. 
Company  A— Brand  9., 
Company  A — Brand  10. 
Company  E— Brand  2. 


Age 

Proof 

Percent 

neutral 

spirits 

Adjusted 
March  1942 
price 

Prescribed 

uniform 

maximum 

price 

48 

100.0 

$27.58 

$28.37 

48 

100.0 

27.91 

28.37 

48 

100.0 

27.60 

28.37 

72 

100.0 

29. 95 

29.60 

48 

100.0 

29.00 

28.37 

48. 

, 100.0 

28. 35 

28.37 

48 

100.0 

28. 10 

28. 37 

48 

100.0 

27. 76 

28.37 

48 

100.0 

28.78 

28.37 

48 

86.0 

23.96 

24.60 

60 

90.0 

26. 78 

26.71 

48 

90.0 

25.55 

25.68 

48 

0 

27.33 

26.49 

46 

^ 8 

24.96 

24.82 

60 

86.0 

26.11 

26.36 

48 

90.0 

25.55 

25.68 

60 

90.0 

26. 35 

26.71 

60 

90.0 

26.48 

26.71 

72 

90.0 

28.65 

27.69 

48 

90.0 

25.43 

25.68 

I March  1942  prices  as  reported  on  Form  635-232-A  adjusted  to  include  Federal  taxes  at  rates  in  effect 
Nov.  2,  1942. 
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Table  B. — Brands  of  five  largest  distillers,  the  adjusted  March  19A2  prices  of  which 
are  within  $1,00  of  the  prescribed  uniform  maximum  price — Continued 

[Per  case  of  quartsl 


Age 

Proof 

Percent 
neutral  , 
spirits  i 

Adjusted 
March  1942 
price 

Prescribed 

uniform 

maximum 

price 

Spirit  blended  whiskey: 

Company  A— Brtind  11 

60 

86.0 

62.0 

$26.11 

$25.27 

Company  A— Brand  12 

62 

86.0 

72.5 

25.33 

24  39 

Company  A— Brand  13 

50 

86.8 

70.0 

25.26 

24  08 

Company  A— Brand  14 

65 

86.8 

72.5 

25.38 

24  60 

Company  B— Brand  2. 

64 

86.8 

72.5 

25.27 

24.84 

Company  B— Brand  3 

53 

86.8 

72.5 

25.27 

24.60 

Company  B — Brand  4 

66 

86.8 

60.0 

25.27 

25  31 

Company  B— Brand  5 

68 

86.8 

72.5 

25.27 

24. 84 

Company  B— Brand  6 

49 

86.8 

72.0 

25.27 

24.68 

Company  C— Brand  2 

48 

86.0 

70.0 

23.81 

24. 46 

Company  D— Brand  7 

60 

86.8 

72.6 

25. 16 

24. 72 

Company  D— Brand  8.. 

40-48 

86.8 

49.0 

26.06 

25.24 

Company  D — Brand  9. 

40-48 

86.8 

49.0 

26.06 

25.24 

Table  C. — Comparison  of  prescribed  uniform  maximum  prices  with  prices  of  brands 
introduced  since  March  31,  19^2,^  as  reported  on  OPA  Form  6S5-232-C:  Straight 
whiskey  {including  boitied-in-bond  whiskey) 


[Per  case  of  quarts] 


Age  (in 
months) 

Number  of 
brands 

Proof 

Reported 

price 

Prescribed 

uniform 

maximum 

price 

Difference 

9 

1 

100.0 

$27  97 

$25. 26 

-$2. 71 

12 

4 

86.0 

23. 51 

21.54 

-1.97 

18 

2 

86.0 

22. 68 

22. 04 

-.64 

24 

1 

80.6 

20.16 

21.22 

+1.06 

24 

4 

85.0 

25.12 

22.29 

-2.83 

24 

7 

86.0 

27. 67 

22.54 

-5.13 

24 

4 

90.0 

34. 33 

23. 52 

-10.81 

36 

2 

8.5.0 

31.00 

23.32 

-7.68 

86 

3 

86.0 

27. 48 

23. 57 

-3. 91 

36 

1 

90.0 

35.30 

24.60 

-10.  70 

42 

2 

86.0 

29.99 

24.08 

-5. 91 

48 

1 

80.0 

25. 82 

22. 99 

-2.83 

48 

1 

86.0 

25.10 

24. 60 

-.50 

48 

6 

90.0 

26.  77 

25. 68 

-1.09 

48 

5 

100.0 

27.16 

27. 76 

+.60 

64 

1 

90.0 

37.50 

26. 22 

-11.28 

64 

2 

100.0 

41.00 

28. 97 

-12. 03 

60 

3 

86.0 

29.12 

25. 59 

-3. 53 

60 

2 

100.0 

27. 73 

29. 51 

-1.7$ 

66 

1 

86.0 

23. 34 

26.  75 

+2.41 

72 

39 

80.0 

20. 65 

24. 78 

+4. 13 

72 

4 

86.0 

21.86 

26. 53 

+4. 67 

72 

1 

90.0 

23.84 

27. 69 

+3.85 

72 

2 

100.0 

35.60 

30.60 

-5.00 

72 

3 

100.0 

37.58 

30.60 

-6. 98 

78 

1 

85.0 

26.60 

26. 73 

+.13 

78 

2 

100.0 

42. 75 

31.19 

-11.56 

84 

1 

80.0 

20.24 

25.  76 

+5. 52 

84 

3 

90.0 

33. 75 

28.79 

-4  96 

84 

1 

100.0 

24.65 

31. 82 

+7.17 

93 

1 

100.0 

44. 76 

32. 39 

-12. 37 

1 Adjusted  to  include  Federal  excise  taxes  at  rates  in  effect  on  Nov.  2.  1942. 
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Table  D. — Comparison  of  prescribed  uniform  maximum  prices  with  prices  of  brands 
introducted  since  March  31,  19^2^  as  reported  on  0,  P.  A,  Form  635-232-C: 
Blends  of  straight  whiskey 


[Per  case  of  fifths] 


Age  (in 
months) 

Number  of 
brands 

Proof 

Reported 

price 

Prescribed 

uniform 

maximum 

prices 

Difference 

33 

2 

80.6 

$23. 45 

$18.62 

-$4. 83 

42 

1 

86.0 

25. 13 

20. 18 

-4. 95 

48 

2 

90.0 

25.68 

20. 84 

-4.85 

54 

1 

85.0 

18. 76 

20.  79 

+2.03 

60 

1 

86.0 

23. 73 

21.39 

-2. 34 

60 

2 

90.0 

28.09 

21.67 

-6.42 

66 

1 

85.0 

20. 73 

21.51 

+.78 

72 

1 

86.0 

29.67 

22. 14 

-7.53 

72 

1 

90.0 

27. 76 

22. 45 

-5.31 

84 

1 

86.8 

27.01 

23. 18 

-3.83 

95 

2 

83.0 

28.92 

23.37 

-5.55 

1 Adjusted  to  include  Federal  excise  and  rectification  taxes  at  rates  in  effect  on  Nov.  2, 1942. 

Table  F. — Cemparison  of  prescribed  uniform  maximum  prices  with  prices  of  brands 
introduced  since  March  31,  1942,^  as  reported  on  0,  P,  A,  Form  635-232-C: 
spirit  llcnded  whiskey 

[Per  case  of  fifths] 


Age  (in 
months) 

Number 
of  brands 

Proof 

Percent 

neutral 

spiiits 

Reported 

price 

Prescrib- 
ed uni- 
form 

maximum 

price 

Differ- 

ence 

18 

1 

86.0 

80 

$22. 63 

$19. 12 

-$3.51 

24 

1 

86.0 

75 

28. 75 

20. 13 

-8.62 

42 

* 1 

86.0 

65 

24.42 

19.88 

-4.54 

48 

1 

86.8 

50 

22. 17 

20.70 

-1.47 

48 

1 

86.0 

60 

21.99 

20.20 

-1.79 

48 

2 

86.0 

65 

24.  73 

20.03 

-4.70 

48 

1 

86.8 

65 

20. 37 

20. 21 

-.16 

54 

1 

86.8 

55 

19. 65 

21.37 

+1. 72 

54 

1 

86.8 

60 

23. 82 

21.23 

-2. 59 

60 

3 

80.6 

60 

18.34 

19.91 

+1.57 

60 

3 

86.0 

60 

19.46 

21.20 

+1. 74 

60 

1 

86.8 

65 

23.87 

20. 49 

-3.38 

66 

1 

86.8 

55 

25.  72 

19.68 

-6.04 

66 

1 

8^.0 

60 

23.57 

20. 67 

-2.90 

66 

1 

86.8 

60 

25.22 

20. 85 

-4. 37 

72 

1 

86.0 

60 

21.37 

20. 83 

— . 54 

72 

1 

86.0 

70 

21.69 

20. 34 

-1.35 

72 

1 

86.0 

45 

20.40 

22.07 

+1.67 

77 

1 

86.8 

65 

20. 43 

20.91 

+.48 

84 

1 

86.8 

65 

28. 97 

21.06 

-7.91 

84 

1 

86.8 

65 

29.83 

21.81 

-7.02 

* Adjusted  to  include  Federal  excise  and  rectification  taxes  at  rates  in  effect  on  Nov.  2, 1942. 


Section  6.3  (a)  (4)  has  been  incorporated  in  this  Amendment  providing  that 
no  brokerage  fee  or  finders  fee  may  be  charged  or  paid  in  connection  with  the 
purchase  or  sale  of  any  packaged  domestic  distilled  spirits.  Prior  to  price  con- 
trol, it  was  not  the  practice  in  the  industry  to  make  use  of  brokers  in  the  purchase  of 
packaged  domestic  distilled  spirits.  Appearance  of  brokers  in  this  respect  is 
the  result  of  price  control  and  shortage  combined.  The  OPA  has  previously 
ruled  that  payment  of  commissions  on  such  purchases  violates  applicable  price 
regulations  and  the  accompanying  amendment  incorporates  the  ruling  into  the 
regulation  itself. 

(f)  Adjustment  of  maximum  prices  for  substitution  of  certain  ingredients. — The 
procedures  provided  in  Appendix  G of  the  accompanying  amendment  are  applicable 
to  all  classifications  and  subclassifications  of  packaged  domestic  distilled  spirits. 
Any  price  established  under  Appendices  A through  F,  inclusive,  may  be  adjusted 
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for  the  substitutions  made  in  accordance  with  the  provisions  of  Appendix  G. 
Those  substitutions  and  compensating  price  adjustments  have  been  discussed 
specifically  with  prior  amendments  issued  to  Maximum  Price  Regulation  No. 
193  and  Maximum  Price  Regulation  No.  445,  and  it  is  unnecessary  to  repeat 
in  this  document  the  justification  expressed  in  the  statements  of  considerations 
accompanying  those  amendments. 

(g)  Special  viaxinmm  prices  by  authorization, — In  any  case  where  a processor 
is  unable  to  determine  a maximum  price  under  the  other  provisions  of  the  regu- 
lation, he  is  required  to  apply  to  the  Office  of  Price  Administration,  Beverage 
Section,  Washington,  D.  C.,  for  authorization  of  a maximum  price  for  the  par- 
ticular item.  The  procedures  in  Appendix  F are  almost  identical  with  pro- 
cedures applicable  to  importers  of  distilled  spirits  and  wines  and  to  processors 
of  California  grape  wines,  and  it  is  deemed  unnecessary  to  discuss  the  method 
further  at  this  time. 


III.  Miscellaneous  Provisions 

(a)  REPORTS  REQUIRED 

In  any  instance  where  a processor  establishes  a maximum  price  under  Appen- 
dices B,  C,  D,  or  E,  or  where  the  processor  makes  an  adjustment  of  a maximum 
price  in  accordance  with  Appendix  G,  he  is  required  to  report  the  maximum  price 
so  computed  or  adjusted,  and  to  set  forth  in  detail  the  computations  made  in 
accordance  with  the  provisions  of  the  applicable  appendix.  No  forms  are  pro- 
vided by  the  Office  of  Price  Administration  for  such  reports.  The  reports  must 
be  made  by  letter  and  the  information  required  to  be  reported  is  described  in  the 
last  paragraph  of  each  of  those  Appendices.  In  each  case  the  report  must  be 
filed  before  making  a sale  at  a maximum  price  established  under  the  applicable 
appendix.  All  reporting  requirements  of  the  accompanying  amendment  have 
been  approved  by  the  Bureau  of  The  Budget  in  accordance  with  the  Federal 
Reports  Act  of  1942. 

CONCLUSION 

It  is  the  judgment  of  the  Price  Administrator  that  the  maximum  prices  and 
pricing  procedures  established  by  the  accompanying  amendment  are  and  will 
be  generally  fair  and  equitable,  and  meet  the  requirements  and  will  effectuate 
the  purooses  of  the  Emergency  Price  Control  Act  of  1942,  as  amended  and  Execu- 
tive Orders  Nos.  9250  and  9328.  It  is  the  further  judgment  of  the  Price  Adminis- 
trator that  the  maximum  prices  thus  established  will  promote  orderly  production 
and  distribution  of  packaged  domestic  distilled  spirits. 

Issued  this  27th  day  of  December,  1943. 

Chester  Bowles,  Administrator^ 

MPR  445 

Arndt.  9 
Dec.  27, 1W3 

OFFICE  OF  WAR  INFORMATION 

OFFICE  OF  PRICE  ADMINISTRATION 

Advance  Release:  OPA-3679 

For  Afternoon  Papers, 

Monday,  December  27,  1943, 

Amdt.  9 TO  MPR  445 — Distilled  Spirits  and  Wines 

PRESS  release 

Processors'  maximum  prices  on  all  domestic  distilled  spirits  were  established 

today  by  the  Office  of  Price  Administration  in  a move  which,  coupled  with  its 

establishment  last  summer  of  fixed  percentage  mark-ups  for  wholesalers  and 

retailers,  should  mean  sharp  rollbacks  in  the  retail  prices  of  some  brands  of 

domestic  whiskev. 

^ _ 

The  immediate  effect  of  today's  action  will  be  the  establishment  at  the  proc- 
essor level  of  flat  prices  for  all  new  brands  of  domestic  whiskey  that  have  been 
introduced  since  March,  1942. 

Tables  showing  dollars-and-cents  prices  per  case,  f.  o.  b.  processor's  plant,  for 
all  “bottled  in  bond,"  straight  whiskey  and  “blends  of  straight  whiskey's"  at 
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the  various  ages,  computed  at  80  proof,  are  included  in  today's  amendment  to 
the  regulation  controlling  processors'  prices  of  domestic  distilled  spirits.  There 
is  a proof  adjustment  factor  by  which  the  processor  can  determme  quickly  and 
easily  his  maximum  price  for  any  degree  of  proof. 

Similar  tables  of  flat  dollars-and-cents  prices  are  provided  for  blended  whiskeys, 
showing  prices  for  blends  containing  from  32^  to  80  per  cent  of  neutral  spirits 
and  for  spirit  whiskeys  containing  more  than  80  per  cent  of  neutral  spirits. 

Typical  of  these  flat  prices  for  new  brands  of  whiskey,  with  a translation  into 
retail  selling  prices,  are: 


Processors’ 
maximum 
price  per 
case  of 
fifths 

Average 
retail 
price  per 
fifth-gal- 
lon bottle 

100  prArtf  “hottlpd  in  bond/M  yftars  old  . . . 

$22.99 
18. 14 
20.40 

19.29 

$3.30 

2.65 

2.95 

2.80 

R.5  proof  Rtraipht  whislcpy,  2 ypars  old  ...  

00  proof  hlpnd  of  straipht:  whiRkpys,  avprapp  app  of  .3^  ypars. 

85  proof  blended  whiskey  (27  H per  cent  neutral  spirits;  average  percent  whiskey, 
72ti  aee  of  whiskey  3 years) ... 

These  prices  include  all  Federal  excise  taxes,  and  the  average  retail  prices  also 
include  an  average  State  excise  tax  figure.  Because  of  the  difference  in  State 
excise  taxes,  it  is  impossible  to  give  examples  showing  the  actual  retail  selling 
price  throughout  the  country. 

Processors'maximum  prices  hitherto  existing  on  new  brands  of  all  types  of 
domestic  whiskey  were  determined  under  the  “most  closely  competitive  item" 
formula  established  by  OPA  when  prices  first  wore  “frozen"  at  their  March,  1942, 
“highs".  These  new  brands  were  brought  out,  and  changes  were  affected  in 
container  sizes  and  formulas,  in  many  cases  for  the  purpose  of  “avoiding  or  even 
evpding"  proper  pricing. 

It  is  for  this  reason  that  the  new  fiat  pricing,  plus  the  already  established 
wholesale  and  retail  mark-ups,  should  effect  reductions  in  the  retail  ceiling  prices 
of  many  brands.  (The  retailer’s  percentage  mark-up  for  distilled  spirits  is  SoYz 
percent  over  net  cost;  the  wholesaler's,  15  percent  over  net  cost.) 

Brands  of  domestic  whiskey  that  were  on  the  market  in  March,  1942,  and  have 
not  changed  their  proef  or  formula  or  container  size  are  unchanged  in  their 
maximum  prices  at  the  processors  levels.  There  was  some  reduction  in  the  retail 
prices  of  these  brands  in  many  parts  of  the  country  last  summer  when  the  fixed 
percentage  mark-ups  went  into  effect.  The  prices  established  today  for  the  new 
brands  are  in  line  with  those  for  comparable  old  brands. 

Where  the  processor  had  a brand  on  the  market  in  March,  1 942,  and  subsequently 
has  changed  his  proof,  formula  or  container  size,  he  is  given  tables  in  today's 
amendment  by  which  he  must  figure  a “converted  price".  This  method  also  can 
be  used  on  certain  kinds  of  domestic  distilled  spirits  other  than  w*hiskey,  where 
there  have  been  changes  in  proof  or  bottle  size. 

Today's  amendment  provides  that,  as  to  all  other  classifications  of  domestic 
distilled  spirits,  such  as  brandy,  rum,  gin,  cordials,  liqueurs  and  alcoholic  beverage 
specialties,  the  processor  must  apply  to  OPA  for  maximum  price  on  any  new  brands 
introduced  since  March,  1942. 

OPA  hopes  to  issue  in  the  reasonably  near  future  flat  dollars-and-cents  maxi- 
mum prices  for  these  products  similar  to  those  announced  today  for  domestic 
whiskey. 

The  recently  formed  OPA  Industry  Advisory  Committees  from  the  distilling 
and  rectifying  industries  are  expected  to  be  called  into  meeting  next  month,  and 
a definate  program  for  establishment  of  the  new  prices  probably  will  be  developed 
at  the  meeting.  There  was  the  fullest  industry  consultation  on  the  action  taken 
today,  a first  draft  of  the  amendment  having  been  shown  to  industry  men  in  a 
meeting  held  in  Washington  on  June  18,  1943. 

The  maximum  prices  established  in  today's  amendment  include  increases  in 
Federal  exicse  taxes  that  became  effective  November  1,  1942.  Provision  has 
already  been  made  for  processors  to  add  to  their  maximum  prices  when  it  becomes 
effective,  the  proposed  additional  increase  in  excise  taxes  now  before  the  Congress. 

(Amendment  No.  9 to  Maximum  Price  Regulation  No,  445 — Distilled  Spirits 
and  Wines — effective  January  6,  1944.) 

92968 — 44— pt.  2 9 
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REGULATION 

(Document  No.  25719) 

Part  1420 — Brewery,  Distillery  and  Winery  Products 

[MPR  445,'  Arndt.  9] 

DISTILLED  SPIRIRITS  AND  WINES 

A statement  of  the  considerations  involved  in  the  issuance  of  this  amendment  fs. 

has  been  issued  simultaneously  herewith  and  filed  with  the  Division  of  the  Federal 
Register.* 

Maximum  Price  Regulation  No,  445  is  amended  as  follows: 

1.  Section  3.1  is  amended  to  read  as  set  forth  below,  sections  3.2  through  3.7 
inclusive  and  Appendices  A through  G are  added  to  read  as  follows: 

Article  III^ — Maximum  Prices  for  Sales  of  Packaged  Domestic  Distilled 

Spirits  by  Processors 

Sec.  3.1  Purposes  of  Article  III — (a)  Generally.  (1)  Article  III  estab- 
lishes maximum  prices  for  sales  of  packaged  domestic  distilled  spirits  by  proces- 
sors to  any  purchaser. 

(2)  Maximum  prices  for  sales  of  bulk  domestic  distilled  spirits  must  be  estab- 
lished under  Article  II  of  this  regulation  or  under  Maximum  Price  Re^ilation 
No.  193,2  whichever  is  applicable  to  the  particular  sale.  Maximum  prices  for 
sales  of  bulk  or  packaged  imported  distilled  spirits  must  be  established  under 
Articles  I,  II  or  V of  this  regulation  or  under  the  General  Maximum  Price  Reg- 
ulation,® whichever  is  applicable  to  the  particular  sale. 

(3)  Maximum  prices  for  sales  of  packaged  domestic  distilled  spirits  by  persons 
other  than  the  processor  must  be  established  under  Article  V of  this  regulation, 
or  under  Maximum  Price  Regulation  No.  193,  whichever  is  applicable  to  the 
particular  sale. 

Note:  Article  III  is  applicable  to  processors’  sales  of  all  classifications  and  subclassifications  of  packaged 
domestic  distilled  spirits,  including  (but  not  limited  to)  those  classifications  and  subclassiflcations  con- 
taining as  an  ingredient  imported  neutral  spirits,  imported  distilled  spirits,  or  neutral  spirits  derived 
from  domestic  processing  of  imported  distilled  spirits. 

Sec.  3.2  Processors^  maximum  prices.  The  maximum  prices  provided  in 
this  article  for  processors'  sales  of  packaged  domestic  distilled  spirits  are  as  fellows: 

(a)  Items  sold  or  offered  for  sale  by  the  processor  during  March  1942.  The 
processor's  maximum  price  for  sales  of  an  item  of  packaged  domestic  distilled 
spirits  which  he  sold  or  ofiFered  for  sale  during  March  1942  shall  be  one  of  the 
following  maximum  prices; 

(1)  For  all  classifications  of  domestic  distilled  spirits,  the  March  1942  maximum 
price  determined  as  provided  in  Appendix  A;  or 

(2)  For  domestic  whiskey  only,  the  processor  may  elect  to  establish  a pre- 
scribed uniform  maximum  price  determined  as  provided  in  Appendix  E;  or 

(3)  For  all  classifications  of  domestic  distilled  spirits  (except  where  a maxi- 

mum price  can  be  established  under  Appendix  A or  where  the  processor  elects  to 
establish  a prescribed  uniform  maximum  price  under  Appendix  E)  the  special  maxi-  ^ 

mum  price  by  autkorizatio7i  determined  as  provided  in  Appendix  F. 

(b)  Items  of  a brand  name  sold  or  offered  for  sale  by  the  processor  during  March 
1942y  but  of  a different  formula  or  container  size.  The  processor's  maximum  price 
for  sales  of  an  item  of  packaged  domestic  distilled  spirits  where  the  brand  name 
is  the  same  as  that  for  the  item  which  he  sold  or  offered  for  sale  during  March 
1942,  but  the  formula  or  container  size  is  different,  shall  be  one  of  the  following 
maximum  prices: 

(1)  For  all  classifications  of  domestic  distilled  spirits,  where  there  is  a change 
in  container  size,  the  converted  March  1942  maximum  price  determined  as  pro- 
vided in  Appendix  B.  Where  the  particular  change  in  container  size  is  not  cov- 
ered in  that  appendix,  the  special  maximum  price  by  authorization  determined  as 
provided  in  Appendix  F. 

(2)  For  domestic  whiskey,  domestic  gin,  domestic  brandy  and  domestic  rum, 
where  there  is  a change  in  proof,  the  converted  March  1942  maximum  price  de- 
termined as  provided  in  Appendix  C.  For  all  other  classifications  of  domestic 

•Copies  mav  be  obtained  from  the  Office  of  Price  Administration. 

18  F.R.  11161,  11851,  13496,  13500,  l.*«45,  14016.  14400,  15912. 

> 7 F R.  6006.  S940,  8947,  8948, 10068;  8 FR.  1632.  2716,  7492,  8540, 14581. 

* 8 F.R.  3090,  3849,  4347,  4486,  4724,  4978,  4848,  6047,  6962,  8511,  9025,  9991, 11955,  13724 
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distilled  spirits,  where  there  is  a change  in  proof,  the  special  maximum  price  by 
authorization  determined  as  provided  in  Appendix  F, 

(3)  For  domestic  whiskey  only,  where  there  is  a change  in  formula  (other  than 
proof),  the  converted  March  1942  maximum  price  determined  as  provided  in  Ap- 
pendix D.  For  all  other  classifications  of  domestic  distilled  spirits,  where  there 
is  a change  in  formula  (other  than  proof) , the  special  maximutn  price  by  authoriza* 
Hon  determined  as  provided  in  Appendix  F. 

(4)  For  domestic  whiskey  only,  the  processor  may  elect  to  establish  a pre- 
scribed uniform  maximum,  price  determined  as  provided  in  Appendix  E. 

(5)  For  aU  classifications  of  domestic  distilled  spirits  (except  where  a maxi- 
mum price  can  be  established  under  Appendices  B through  D inclusive  or  where 
the  processor  elects  to  establish  a prescribed  uniform  maximum  price  under  Appen- 
dix E),  the  special  maximum  price  by  authorization  determined  as  provided  in 
Appendix  F, 

Note:  Where  the  change  in  formula  (other  than  proof)  involves  only  a substitution  of  the  ingredient 
distUled  spirits  for  which  provision  is  made  in  paragraph  (d)  below,  such  items  must  be  priced  in  accordance 
with  Appendix  O where  applicable.  A special  maximum  price  by  authorization  may  not  be  established 
where  a maximum  price  provided  in  the  other  appendices  can  be  adjusted  in  accordance  with  the  provisions 
of  Appendix  O. 

(c)  Items  of  a brand  name  not  sold  or  offered  for  sale  by  the  processor  during 
March  1942.  The  processor's  maximum  price  for  sales  of  an  item  of  packaged 
domestic  distilled  spirits  of  a brand  name  not  sold  or  offered  for  sale  by  the  proc- 
essor during  March  1942  shall  be  one  of  the  following  maximum  prices: 

(1)  For  domestic  whiskey  only,  the  prescribed  uniform  maximum  price  deter- 
mined as  provided  in  Appendix  E. 

(2)  For  all  classifications  of  domestic  distilled  spirits  (except  for  sales  of  do- 
mestic whiskey  for  which  a maximum  price  can  be  established  under  Appendix  E), 
the  special  maximum  price  by  authorization  determined  as  provided  in  Appendix  F. 

(d)  Items  in  which  substitution  is  made  of  certain  ingredients.  For  sales  of  any 
item  of  packaged  domestic  distilled  spirits  in  which  imported  neutral  spirits, 
neutral  spirits  derived  from  domestic  processing  of  imported  distilled  spirits, 
imported  distilled  spirits,  high  wines  or  spirits-fruit  are  substituted  in  the  item, 
the  processor's  maximum  price  shall  be  a maximum  price  established  under 
paragraphs  (a),  (b),  or  (c),  as  though  no  substitution  had  been  made,  adjusted  for 
the  applicable  substitution  as  provided  in  Appendix  G. 

Sec.  3.3  General  rules.  Processors  must  observe  the  following  rules  in  estab- 
lishing their  maximum  prices  under  this  article. 

(a)  Pricing  methods  provided  in  this  article.  (1)  Article  III  provides  several 
pricing  methods  for  processors'  sales  of  items  of  packaged  domestic  distilled 
spirits.  Those  pricing  methods  aie  set  forth  in  detail  in  Appendices  A through 
G,  and  specific  rules  are  provided  therein  for  each  pricing  method.  One  of  those 
methods  requires  processors  of  items  of  domestic  whiskey  of  a brand  name  not 
sold  or  offered  for  sale  by  the  processor  during  March  1942  to  establish  a pre- 
scribed uniform  maximum  price  for  the  item.  That  method,  set  forth  in  Appen- 
dix E,  applies  only  to  items  of  domestic  whiskey,  From  time  to  time  appendices 
will  be  added  in  which  prescribed  uniform  maximum  prices  will  likewise  be 
provided  for  items  of  other  classifications  of  domestic  distilled  spirits  such  as 
brandy,  rum,  gin,  cordials  and  liqueurs.  Until  such  time  as  prescribed  uniform 
maximum  prices  for  each  of  those  classifications  are  added  tu  this  article,  proc- 
essors of  items  of  those  classifications  of  a brand  name  not  sold  or  offered  for  sale 
dining  March  1942  must  establish  special  maximum  prices  by  authorization  in 
accordance  with  the  provisions  of  Appendix  F. 

(2)  Processors  of  items  of  a brand  name,  container  size  and  formula  (including 
proof)  which  they  sold  or  offered  for  sale  during  March  1942,  regardless  of  the 
classification  thereof,  are  required  to  establish  March  1942  maximum,  prices 
under  Appendix  A for  sales  to  customers  of  a particular  class  to  which  the  item 
was  sold  or  offered  for  sale  by  the  processor  during  March  1942.  Where  the 
sale  is  to  a customer  of  a different  class,  the  processor  must  establish  a special 
maximum  price  by  authorization  under  Appendix  F.  How^ever,  for  items  of 
domestic  w^hiskey  the  processor  may  elect  to  establish  a prescribed  uniform  maxi- 
mum price  under  Appendix  E.  Where  the  processor  elects  to  establish  a pre- 
scribed uniform  maximum  price  foi  any  item  of  domestic  whiskey  he  must,  after 
making  a sale  at  such  price,  establish  prescribed  uniform  maximum  prices  for 
all  sales  thereafter  to  any  purchaser  of  any  item  of  domestic  wdiiskey  beaiing  the 
same  brand  name. 

(3)  Where  the  container  size  of  an  item  is  different  from  that  for  the  item 
sold  or  offered  for  sale  by  the  processor  during  March  1942,  the  processor,  except 
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where  he  elects  to  establish  a prescribed  uniform  maximum  price  for  the  item, 
must  establish  a converted  March  194^  maximum  price  under  the  method  in 
Appendix  B.  That  method  is  applicable  to  all  clasnifications  of  domestic  dis- 
tilled spirits  subject  onlv  to  the  qualification  that  the  change  must  be  from 
and  to  the  sizes  covered  in  the  appendix.  For  other  sizes,  the  processor  must 
establish  a special  maximum  price  by  authorization  under  Appendix  F. 

(4)  Where  the  proof  of  an  item  of  domestic  whiskey,  domestic  brandy,  domes- 
tic gin  or  domestic  rum  is  different  from  that  of  the  item  sold  or  offered  for  sale 
by  the  processor  during  March  1942,  the  processor,  except  where  he  elects  to 
establish  a prescribed  uniform  maximum  price  for  the  item,  must  establish  a con- 
verted  March  194^  maximum  price  under  the  method  provided  in  Appendix  C. 
For  all  other  classifications  of  domestic  distilled  spirits  where  the  proof  is  different 
from  that  for  the  item  sold  or  offered  for  sale  by  the  processor  during  March  1942, 
the  processor  must  establish  a special  maximum  price  by  authorization  under 


Appendix  F.  ^ . 

(5)  Where  the  formula  (other  than  proof)  of  an  item  of  domestic  whiskey  is 
different  from  that  for  the  item  sold  or  offered  for  sale  by  the  processor  during 
March  1942,  the  processor,  except  where  he  elects  to  establish  a prescribed  uni- 
form maximum  price  for  the  item,  must  establish  a converted  March  1942  maximum 
price  under  the  method  provided  in  Appendix  D.  For  all  other  classifications  of 
domestic  distilled  spirits,  where  the  formula  (other  than  proof)  is  different  from 
that  for  the  item  sold  or  offered  for  sale  by  the  processor  during  March  1942,  the 
processor  must  establish  a special  maximum  price  by  authorization  under  Appen- 

dix  F.  . 1 j ii.  • 

(6)  In  any  instance  where  two  or  more  changes  are  involved  the  conversion 

must  be  made  first,  for  the  change  in  container  size:  second,  for  the  change  in 
proof;  and  third,  for  the  change  in  formula  other  than  proof. 

(7)  Where  there  is  a substitution  of  certain  ingredient  distilled  spirits  an  ad- 
justment of  the  maximum  prices  established  under  other  provisions  of  this  article 

is  provided  in  Appendix  G.  ^ . i..  i i j tit  i. 

(8)  Nothwithstanding  the  foregoing  provisions  of  this  article,  converted  Marcn 

194^  moxiinum  prices  as  provided  in  Appendix  D,  and  prescribed  uniform  maxi- 
mum prices  as  provided  in  Appendix  E cannot  be  established  for  items  of  domestic 
whiskev  containing  malt  whiskey.  For  items  of  domestic  whiskey  containing 
malt  whiskey,  where  the  formula  (other  than  proof)  or  brand  name  is  different 
from  that  for  the  item  sold  or  offered  for  sale  by  Ihe  processor  during  March 
1942,  the  processor  must  establish  a special  maximum  price  by  authorization 

under  Appendix  F.  , i.  -x  r i ^ 

(b)  Figuring  maximum  prices  for  each  item  separately.  Each  nem  of  packaged 

domestic  distilled  spirits  must  have  a separate  maximum  price  determined  in 
accordance  with  the  applicable  pricing  appendix.  One  item  must  not  be  con- 
sidered the  same  as  another  if  there  is  any  difference  in 

(1)  Their  brand  names, 

(2)  Their  container  sizes, 

(3)  Their  formulae  (as  defined  in  section  7.12),  or  ^ ui  4. 

(4)  Bequirements  of  United  States  labeling  laws  or  regulations  applicable  to 
each,  with  respect  to  material  information  contained  on  their  labels.  Age, 
proof  tvpe  designation,  and  ingredients,  as  stated  on  the  labels,  shall  be  deemed 
material  information.  “Bottled  in  bond”  domestic  whiskey  shall  be  deemed  to 
be  four  years  of  age  where  no  age  statement  appears  on  the  labels. 

“Item”  means  a particular  brand  name,  formula  and  container  size  of  packaged 
domestic  distilled  spirits  of  a particular  classification  or  subclassification  of 

^^^^Cl^sification”  or  “subclassification”  of  domestic  distilled  spirits,  as  used  in 
this  article,  means  the  applicable  classification  or  subclassification  of  identity 
contained  in  Articles  II  and  III  of  Regulations  No.  5 relating  to  labeling  and 
Advertising  of  Distilled  Spirits,  as  amended,  issued  under  the  provisions  of 
the  Federal  Alcohol  Administration  Act,  as  amended. 

Any  difference  whatsoever  between  brand  names  shall  be  deemed  to  r^'^»re 
separate  pricing.  For  example,  a change  of  name  from  “Royal  King  to 
King  Reserve”  or  to  “Royal  King  Three  Star”  or  to  “Royal”  is  a change  of  brand 
name.  However,  a change  of  brand  name  when  made  to  comply  with  any  judicial 
decree,  or  to  terminate  legal  proceedings  to  compel  such  change,  shall  not  require 
the  item  to  be  repriced  if  the  processor  before  changing  the  brand  name,  or  hav- 
ing under  such  circumstances  changed  the  brand  name  on  or  before  January  b, 
1944,  notifies  the  Office  of  Price  Administration,  Beverage  Section,  \\ashington. 
D.  C.  in  w'riting  of  the  facts  which  require  or  did  require  the  change;  and  if 
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the  processor  receives  WTitten  permission  from  a duly  authorized  officer  of  the 
Office  of  Price  Administration  to  establish  maximum  prices  for  items  bearing 
such  brand  name  unddT  the  methods  provided  in  this  Article  for  items  of  a brand 
name  sold  or  offered  for  sale  by  the  processor  during  March  1942. 

(c)  Customer  classifications.  (1)  A separate  maximum  price  must  be  established 
for  the  processor’s  sales  of  each  item  to  each  class  of  customers  he  sells  in  accord- 
ance w'ith  the  method  under  which  the  maximum  price  for  the  item  is  established. 

(1)  Where  a processor  establishes  a March  1942  maximum  price  under  Appen- 
dix A,  his  customers  for  sales  of  the  item  must  be  classified  in  accordance  with 
his  Alarch  1942  customer  classifications.  If  the  processor  desires  to  sell  the 
item  so  priced  to  a customer  of  a class  to  which  he  did  not  sell  or  offer  to  sell 
it  during  March  1942,  he  must  establish  a special  maximum  price  by  author- 
ization under  Appendix  F. 

(ii)  Where  a processor  establishes  a converted  March  1942  maximum  price  under 
the  Appemlices  B,  C or  D,  his  customers  for  sales  of  the  item  must  be  classified 
in  accordance  with  his  March  1942  customer  classifications  for  sales  of  the  item 
used  as  the  base  for  the  conversion.  If  the  processor  desires  to  sell  the  item  so 
priced  to  customers  of  a class  to  wffiich  he  did  not  sell  or  offer  to  sell  the  base  item 
during  March  1942,  he  must  establish  a special  maxijnum  price  by  authorization 
under  Appendix  F. 

(Hi)  Where  a processor  establishes  a prescribed  uniform  maximum  price  under 
Appendix  E,  his  customers  for  sales  of  the  item  are  to  be  classified  only  as  wdiole- 
salers,  monopoly  states,  primary  distributing  agents,  retailers  and  consumers. 

(iv)  Where  a processor  establishes  a special  maximum  price  by  authorization 
under  Appendix  F,  the  maximum  price  thus  established  shall  apply  only  to  the 
class  of  customers  stated  in  the  application  or  in  the  order,  or  amendment  to  this 
regulation  issued  pursuant  thereto. 

(v)  Under  subdivisions  (i)  and  (ii)  no  purchaser  shall  be  deemed  to  be  in  the 
same  class  as  another  if  during  March  1942.  with  respect  to  the  processor’s  sales 
of  items  of  packaged  domestic  distilled  spirits  to  such  persons,  any  difference 
existed  in  the  rates  of  applicable  taxes  paid  by  the  processor,  or  any  difference 
existed  in  applicable  transportation  charges  paid  by  the  processor  if  the  selling 
price  w'as  a delivered  price.  In  no  event  shall  a purchaser  be  deemed  to  be  in  the 
same  class  as  another  if  there  is  any  difference  betw’een  such  purchasers  in  accord- 
ance with  the  processor’s  March  1942  customer  classifications  or  in  the  identity 
of  such  persons  as  described  in  the  definitions  in  section  7.12. 

(d)  Discounts,  allowances,  price  differentials  and  terms  of  sale.  (1)  Customary 
discounts,  allowances  and  other  price  differentials  (except  “special  deals”  to 
w'hich  § 1499.4  (b)  of  the  General  Maximum  Price  Regulation  applied)  in  effect 
during  March  1942  in  accordance  with  the  processor’s  March  1942  customer 
classifications  must  be  applied  to  his  maximum  prices  established  under  this 
article:  Provided,  That  discounts  and  allowances  based  solely  on  quantity  pur- 
chases (in  dollars  or  units)  need  not  be  maintained:  And,  provided  further,  That 
allow'ances  and  price  differentials  in  accordance  with  the  processor’s  March 
1942  customer  classifications  need  not  be  maintained  with  respect  to  sales  of 
items  for  w*hich  prescribed  uniform  maximum  prices  are  established. 

Note:  Nothing  in  the  above  paragraph  shall  be  construed  to  prevent  any  sale  at  an  amount  lower  than 
any  maximum  price  established  by  this  regulation.  A processor  need  not  maintain  any  customary  discount, 
allowance  or  price  differential  if  he  reduces  his  maximum  price  by  an  amount  which  compensates  all  his 
customers  of  the  particular  class  for  the  elimination  of  the  discount,  allowance  or  price  differential. 

(2)  If  a processor  makes  his  terms  of  sales  to  a customer  more  onerous  than 
those  in  effect  during  March  1942  for  his  sales  to  a customer  of  the  same  class,  he 
must  make  a compensating  reduction  in  his  maximum  price  established  under 
this  Article. 

(3)  If  a processor  directly  or  indirectly  requires  a customer  to  make  payment 
in  advance  of  delivery  (whether  to  the  processor  or  to  another  person),  the  proc- 
essor must  reduce  his  maximum  prices  established  under  this  article  for  that  sale 
by  an  amount  equal  to  interest  at  the  rate  of  5 percent  per  annum  on  the  amount 
of  the  advance  pax’^ment  from  the  date  the  payment  is  made  to  the  date  on  which 
the  item  is  delivered  or  the  payment  is  refunded  to  the  customer. 

(f)  F.  0.  B.  and  delivered  prices.  (1)  Where  a seller  establishes  a March  1942 
maximum  price  or  a converted  March  1942  maximum  price  for  an  item,  and  the 
highest  price  at  wffiich  he  sold  or  offered  to  sell  during  starch  1942  (used  to  deter- 
mine such  maximum  price)  was  a delivered  price,  or  an  f.  o.  b.  particular  freight 
base  point  price,  the  maximum  price  thus  established  shall  correspondingly  be 
a delivered  price  or  an  f.  o.  b.  particular  freight  base  point  price,  as  the  case  may 
be,  A separate  maximum  price  must  be  established  for  the  item  for  each  freight 
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basing  point  from  which  shipment  was  made  during  March  1942  if  the  processor 
continues  to  make  shipment  from  such  freight  basing  point.  ^ In  any  instance  where 
shipment  is  to  be  made  from  a freight  basing  point  from  which  no  shipment 
was  made  during  March  1942,  a special  maximum  price  by  authorization  must 

be  established  under  Appendix  F.  . ^ u u i + 

(2)  Prescribed  uniform  maximum  prices  are  prices  f.  o.  b.  bottling  plant,  except 

as  otherwise  expressly  provided.  . , , i,  xxi*  f ^ k 

(3)  If  a processor’s  maximum  price  is  a price  f.  o.  b.  bottling  plant,  or  i.  o.  d. 

a mrticular  freight  base  point,  and  he  desires  to  convert  it  to  a delwered  price 
for  delivery  to  a point  outside  the  metropolitan  area  of  that  place,  he  may  add 
to  his  maximum  price  transportation  charges  from  that  place  to  the  point  o e- 
liverv  at  the  same  rate  payable  for  the  same  transportation  service  in  March  194Z. 

Note;  For  a definition  of  "transportation  charges”  and  the  method  of  computing  them  when  the  seller 
uses  his  own  vehicle,  see  section  7.12  (d)  (4)  of  Article  VII. 

(4)  Any  processor  who  during  March  1942  maintained  a practice  of  selling  in 
specific  territories  on  an  average  freight  charge  included  m his  selling  price  niay 
continue  such  practice  with  respect  to  any  maximum  price  established  under 
this  regulation,  if  he  uses  the  same  rates  (no  addition  may  be  made  for  federal 
freight  taxes)  as  he  used  in  March  1942,  and  if  he  follows  a uniform  practice 

with  respect  to  this  method.  _ ,,  , 

(g)  Sales  and  offers  to  sell.  Where  the  price  for  a sale  or  for  an  offer  to  sell  dur- 
ing March  1942  is  to  be  used  in  determining  a maxunum  price  under  this  article, 
the  price  for  a sale  completed  by  delivery  during  that  naonth  must  be  used  u 
such  sale  was  made.  An  offering  price  may  be  used  only  if  no  such  sale  was 
made  during  March  1942,  if  it  was  an  offering  price  for  supply  or  delivery  dur- 
ing that  month,  and  if  the  offer  or  an  acceptance  thereof  is  supported  by  written 

^'^Where  the  price  for  a sale  or  for  an  offer  to  sell  during  March  1942  is  to  be 

used  by  the  processor  in  determining  a maximum  price  under  this  article,  the  price 

so  used  must  be  the  price  for  an  item  with  respect  to  which  he  was  the  processor 

during  March  1942.  . j j tt'  x „„ 

(h)  Prior  regulations,  orders  and  interpretations  h^xcept  as  other- 

wise provided  in  this  regulation  and  in  Supplementary  Order  ISo.  40,  Article 
supersedes  all  other  maximum  price  regulations,  orders 

issued  by  the  Office  of  Price  Administration  before  January  6,  1944,  with  respect 
to  sales  of  packaged  domestic  distilled  spirits  by  processors,  including  the  apph- 
cable  provisions  of  the  following: 

(1)  Maximum  Price  Regulation  No.  193.  , . t>  • 

(2)  Orders  Nos.  1 through  5 inclusive  under  Maximum  Price  Regulation 

No  193* 

Provided,  That  such  maximum  price  regulations,  orders  and 
shall  remain  in  force  with  respect  to  a i^rticular  sale 

tilled  spirits  until  provisions  of  this  article  become  applicable  thereto  pursuant 

to  posiin?.  The  processor  shaU  post  his  maximum  price  for  each  ffem 

of  packaged  domestic  distilled  spirits  to  Ije  sold  or  oitoed  for  sale 
by  using  the  procedure  provided  in  section  4.10  of  Article  IV  for  sales  to 

sumers  by  processors  of  wines.  . 

(j)  tax  stamps.  No  addition  to  a processor  s maximum  price  estab- 

lished  under  this  article  shall  be  made  for  affixing 

tax  stamps,  decalcomania  insignia  used  in  lieu  of  such  State  tax  stamps,  or  a y 

/or  individual  coniainers.  The  processors  m^ 
price  for  individual  containers  of  an  item  to  any  class  of  customers  shall  be  an 
amount  determined  by  dividing  his  maximum  price  per  case  to  a 

the  same  class  by  the  number  of  individual  containers  nints  a^^ 

case  (see  Appendix  B for  definition  of  case  of  quarts,  fifths,  tenths,  pints  ana 

^Sec!^3!4  Inability  to  fix  maximum  prices.  In  any  case  where 

unable  to  establish  a maximum  price  for  a particular  sale  of 

aged  domestic  distilled  spirits  under  other  pricing  provisions  the 

shall  establish  a special  maximum  price  by  authorization  in  accordance  with  the 

provisions  of  Appendix  F. 

4 8F.R.  4325. 


s 


LIQUOR  INDUSTRY 


463 


Sec.  3.5  Applicable  taxes.  In  each  instance  taxes  must  be  added  to  or 
included  in  a maximum  price  only  in  accordance  with  the  specific  conditions 
provided  in  each  appendix  of  this  article,  and  in  accordance  with  the  provisions 
of  sections  7.2  and  7.3  of  Article  VII. 

(1)  Where  pursuant  to  any  of  the  provisions  of  this  article  an  amount  is  re- 
quired to  be  added  for  certain  applicable  taxes,  the  rates  of  such  taxes  must  be 
applied  only  to  the  actual  quantity  packaged  and  sold.  Taxes  paid  with  respect 
to  any  quantity  of  distilled  spirits  lost  in  processing  or  otherwise  cannot  be  added. 

(2)  For  processors’  sales  of  any  item  to  a monopoly  state,  the  amount  of  any 
tax  which  became  effective  after  March  31,  1942,  and  which  may  be  included  in 
or  added  to  the  maximum  price  under  the  provisions  of  this  article,  shall  be  sepa- 
rately stated  on  the  invoice  issued  in  connection  with  each  sale,  or  on  a statement, 
made  in  connection  with  any  offer  to  sell. 

(3)  License,  income,  franchise,  receipts,  sales,  use,  or  other  similar  federal, 
state  or  local  taxes  cannot  be  included  in  or  added  to  a maximum  price  estab- 
lished under  this  article,  except  that  in  certain  cases  a sales  tax  niay  be  charged 
in  addition  to  a maximum  price  under  the  conditions  provided  in  sections  7.2 
of  Article  VII. 

Sec.  3.6  Other  provisions  of  this  regulation  applicable  to  sales  for  which  mo^^ 
mum  prices  are  established  wider  this  article.  The  following  sections  of  Article 
VII  of  this  regulation  shall  apply  to  sales  for  which  maximum  prices  are  estab- 
lished under  this  article: 

Section  7.1  Treatmt-nt  of  fractional  parti  of  a cent  in  figuring  maximum  pricee. 

Sec.  7.1a  Changa  in  eoee  sizes. 

Sec.  7.2  When  a sales  tax  mag  be  charged  in  addition  to  a maximum  price. 

Sec.  7.3  When  new  taxes,  or  increases  in  existing  taxes  mag  be  added  to  a maximum  price. 

Sec.  7.4  Use  of  minimum  resale  prices  under  State  Fair  Trade  Laws. 

Sec.  7.5  AdlustmerU  of  maximum  prices  for  tax  exempt  sales  to  the  United  States  or  any  ageneg  thereof* 

Sec.  7.6  Certain  provisions  of  the  General  Maximum  Price  Regulation  continued  m effect. 

Sec.  7.7  Export  sales. 

Sec.  7.8  Compliance  with  this  regulation. 

Sec.  7.9  Current  records  required. 

Sec.  7.10  Petitions  for  amendment. 

Sec.  7.11  Adjustable  pricing  in  certain  instances. 

Sec.  7.12  Definitions. 

Sec.  7.13  Geographical  applicability. 

Sec.  3.7  Dates  on  which  this  article  shall  apply.  This  article  shall  apply  to 
all  sales  or  offers  to  sell  of  items  of  packaged  domestic  distilled  spirits  by  a proc- 
essor on  and  after  January  6,  1944,  Provided^  That  with  respect  to  sales  of  any 
item  for  which  the  processor  is  required  or  permitted  to  establish  a special  maxi-- 
mum  price  by  authorization  under  Appendix  F,  if  the  processor  files  an  applica- 
tion in  accordance  with  Appendix  F on  or  before  January  21,  1944,  the  maximum 
price  established  for  the  item  in  accordance  with  Maximum  Price  Regulation 
No.  193  or  other  appropriate  regulations  or  orders  shall  remain  in  force  and  effect 
until  a special  maximum  price  by  authorization  is  established  puisuant  to  Appen- 
dix F,  or  until  March  21,  1944,  whichever  is  earlier:  And  provided  further,  That 
this  article  shall  not  apply  to  any  sale  which  the  processor  is  required  by  statute, 
ordinance  or  regulation  to  make  at  a price  posted  or  listed  prior  to  the  approprif  te 
date  referred  to  above,  with  a state  or  other  public  authority  (if  the  price  so  posted 
or  listed  is  greater  or  less  than  that  established  by  this  article  for  such  sale)  until 
on  and  after  the  first  effective  date  for  prices  so  posted  or  listed  at  the  first  opportu- 
nity following  the  fourth  day  after  that  date. 

Note:  In  the  following  appendices  the  examples  are  offered  for  purposes  of  illustration  only.  The 
ampl^  are  not  to  ^ regarded  as  a sunstantive  part  of  this  regulation  They  neither  enlarge  nor  restrict  tha 
definitive  provisions. 

APPENDICES;  PRICING  PROCEDURES  AND  PRICE  SCHEDULES 

Appendix  A 


March  1942  maximum  prices 


(a)  Rules  for  establishing  maximum  prices  under 
Appendix  A.  . ^ 

(1)  A March  i94S  maximum  price  Is  applicable 
only  when  the  brand  name,  formula  (including 
prooO  and  container  sii^e  of  the  item  are  exactly  the 
same  as  those  for  the  item  sold  or  offered  for  sale 
by  the  processor  during  March  1942. 


Examples 

During  March  1942,  the  processor  sold  ”R”  brand 
of  whiskey,  4 yrs.  old,  86®  proof,  in  quarts.  In  June 
1942  he  changed  the  proof  to  80.6®,  but  the  brand 
name,  age  and  container  size  remain  the  same.  The 
March  I94Z  maximum  price  is  not  applicable  to  the 
item  at  80.6®  proof. 
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March  194^  maximum  prices — Continued 


(a)  RvUs  for  esiabtishing  maximum  prices  under 

Appendix  A.  . . , 

(2)  A March  1942  maximum  price  is  applicable 
only  to  sales  to  customers  of  the  same  class  as  that 
to  which  the  item  was  sold  or  offered  for  sale  by 
the  processor  during  March  1942.  For  sales  of  the 
item  to  customers  of  another  class,  a special  maxi- 
mum  price  by  authorization  must  be  established 
under  Appendix  F. 


(3)  A March  1942  maximum  price  is  inapplicable 
to  sales  of  any  item  of  domestic  whiskey  bearing  the 
same  brand  name  as  an  item  for  which  the  processor 
has  establLsheii  a prescribed  uniform  maximum  price 
under  Appendix  E. 


(b)  Procedure  for  establishing  March  1942  maximum 
prices.  The  processor's  March  1942  maximum  price 
per  case  for  sales  of  an  item  to  customers  of  a parti- 
ular  class  is  the  highest  price  per  case  at  which  the 
processor  sold  or  offered  to  sell  the  same  item  during 
March  1942  to  a customer  of  the  same  class,  in  accord- 
ance with  the  processor's  March  1942  customer  class- 
ifications, plus  the  applicable  amount  of  any  new 
or  increased  federal,  state  or  local  excise  tax  which 
became  effective  after  March  31,  1942  and  before 
November  3,  1942:  Prorided,  That  the  amount  of 
such  tax  imposed  is  actually  paid  or  has  accrued 
and  become  payable  by  the  processor  to  the  proper 
taxing  authority  or  to  any  prior  vendor. 


Examples 

Luring  March  1942  the  processor  sold  *'XYZ'* 
brand  of  domestic  brandy  to  wholesalers  and  retailers 
in  open  states.  The  March  1942  maximum  price  for 
sales  to  wholesalers  is  inapplicable  to  sales  of  the 
same  item  to  monopoly  states.  Likewise  the  MarcA 
1942  maximum  price  for  sales  to  retailers  in  one 
state  is  inapplicable  to  sales  to  retailers  in  other 
states  because  of  the  difference  in  applicable  taxes. 
Likewise,  that  price,  if  a delivered  price,  is  inappli- 
cable to  sales  to  retailers  in  other  states  because  of 
the  difference  in  applicable  transportation  charges. 

During  March  1942  the  processor  sold“XX"  brand 
of  domestic  whiskey.  He  now  establishes  a 
scribed  uniform  maximum  price  under  Appendix  E 
for  sales  of  the  item  to  retailers  in  Illinois.  Thereafter, 
all  items  of  domestic  whiskey  bearing  the  name 
“XX”  must  br  priced  under  Appendix  E for  sales 
to  wholesalers,  retailers,  monopoly  states  and  pri- 
mary distributing  agents.  For  sales  to  other  classes 
of  customers,  the  process^  rnust  establish  a 
Tnaximum  price  by  authorization  under  Appendix  r . 

During  March  1942  the  processor  sold  “XZ”  brand 
of  liqueur  60®  r>roof,  in  fifths.  The  brand  name, 
formula  (including  proof)  and  container  size  now 
remain  the  same.  His  highest  price  to  wholesalers 
in  Minnesota  during  March  1942  was  $16.00  per  case 
f.  o.  b.  bottling  plant.  The  March  1942  maximum 
price  per  case  f.  o.  b.  bottling  plant,  to  thesamcclass 
of  customers,  is  as  follows: 


March  selling  price - - ^^5*22 

November  1,  1942  federal  excise  tax  increase-  2. 88 
March  1942  maximurn  price 18. 88 


Note:  For  addition  ofapplicableexcise  taxes  which  became  effective  after  November  2,  1942,  see  Section 
7.3  of  Article  VII. 

See  Section  3.3  (c)  for  niles  respecting  customer  classifications. 

The  March  1942  maximum-price  does  not  include  any  additions  permitted  under  KPR  No.  193  for  the 
use  of  high  wines.  Adjustments  permitted  in  such  cases  must  be  made  imder  Appenaix  u. 

Appendix  B 


Converted  March  194^  maximum  prices  Jor  changes  in  container  siies 


(a)  Rules  for  establishing  maximum  prices  under 
Appendix  B. 

(1)  A converted  March  1942  maximum  price  pro- 
vide in  this  Appendix  cannot  be  established  for 
an  item  in  the  same  container  size  as  that  in  which 
it  was  sold  or  offered  for  sale  by  the  processor  during 
March  1942. 


(2)  The  conversion  provided  in  this  Appendix 
must  be  made  from  the  processor’s  March  19^ 
maximum  price  for  the  largest  containei  size  of  the 
item  sold  or  offered  for  sale  by  the  processor  dur- 
ing March  1942  for  which  a conversion  method  is 
provided  in  this  Appendix. 

(3)  The  converted  March  1942  maximum  price 
is  applicable  only  to  sales  to  customers  of  the  same 
class  as  that  to  which  the  base  item  was  sold  or 
offered  for  sale  by  the  processor  during  March  1942. 


(4)  The  converted  March  1942  maximum  price  is 
applicable  only  where  the  container  size  sold  or 
offered  for  sale  by  the  processor  during  March  1942 
and  the  container  size  to  be  priced  are  sizes  covered 
in  this  Appendix.  For  conversions  involving  other 
sizes,  a special  maximum  price  by  authorization  must 
be  established  under  Appendix  F# 


Examples 

During  March  1942  the  processor  sold  an  item 
in  both  quarts  and  pints.  He,  therefore,  has  a 
March  1942  maximum  price  for  each  size.  He  cannot, 
therefore  convert  his  March  1942  maximum  price  for 
quarts  to  a concerted  March  1942  maximum  price  for 
pints. 

During  Mar6h  1942  the  processor  sold  an  item 
in  fifths  and  one-half  pints.  In  order  to  establish 
a maximum  price  for  pints,  quarts,  or  tenths^^he 
must  use  the  March  1942  maximum  price  for  fifths 
as  the  basis  for  the  conversion,  in  accordance  with 
the  method  provided  in  this  Appendix. 

During  Marr^h  1942  the  processor  sold  an  item  in 
quarts  to  wholesalers  in  Florida  only.  He  now 
wants  to  sell  the  same  commodity  in  fifths  to  a 
monopoly  state.  The  converted  March  1942  maxt- 
mum  price  is  inapplicable  to  the  sale  to  the  monop- 
oly state. 

During  March  1942  the  processor  sold  an  item 
in  24-ounce  bottles.  He  now  wants  to  sell  the 
commodity  in  fifths.  A converted  March  1942  maxi- 
mum price  cannot  be  established  for  the  commodity 
in  fifths  because  the  24-ounce  size  is  not  covered 
in  this  Appendix.  A special  maximum  price  by 
authorization  under  Appendix  F must  be  estab- 
lished for  the  Item  in  fifths. 
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Converted  March  19^2  maximum  prices  for  changes  in  container  sizes— Continued 


(a)  Rules  for  establishing  mavimum  prices  under 

Appendix  B.  ... 

(5)  The  converted  March  1942  maximum  price  is 
inapplicable  to  sales  of  any  item  of  domestic  whiskey 
bearing  the  same  brand  name  as  an  item  of  domestic 
whiskey  for  which  the  processor  has  established  a 
presaibed  uniform  maximum  price  provided  in 
Appendix  E. 


Examples 

During  March  1942  the  processor  sold  *^YZ” 
brand  of  domestic  whiskey  in  fifths  only.  He  has 
elected  to  establish  a prescribed  uniform  r^mum 
price  under  Appendix  E for  that  item  in  fifths  rather 
than  a March  1942  maximum  price  under  Appendix 
A.  He  cannot  establish  a converted  March  1942  max- 
imum price  under  this  Appendix  for  “XYZ’’  brand 
in  any  container  size.  All  items  of  domestic  whi^ 
key  bearing  the  brand  name  “XYZ”  must  be  priced 
under  Appendix  E. 


(b)  Procedure  for  establishing  converted  March  1942 
maximum  prices.  The  processor’s  concerted  Afarch 
1942  maximum  price  (for  a change  in  container  size) 
for  sales  of  an  item  to  customers  of  a particular  class 
is  the  processor’s  March  1942  maximum  price  provided 
in  Appendix  A for  the  base  item,  adjusted  for  the 
change  in  container  size  as  set  forth  below.  The 
“base  item”  is  an  item  of  the  same  brand  name  and 
formula  (including  p^oof)  in  the  largest  container 
size  (covered  herein)  sold  or  offered  for  sale  during 
March  1942  to  a customer  of  the  same  class,  in  ac- 
cordance with  the  processor’s  March  1942  customer 
classifications. 

(1)  Subtract  from  the  March  1942  maximum  price 
per  case  for  the  base  item  the  following  charges  in- 
cluded therein:  , , . , 

(1)  The  amount  of  any  state  or  local  tax  (except 
a processing  tax). 

(ii)  The  amount  of  any  freight  or  transportation 
charges,  if  the  March  1942  maximum  price  for  the 
base  item  is  a delivered  price. 

(2)  For  a change  from  a case  of  quarts,  pints  or 

half-pints  to  a case  of  fifths  or  tenths:  . 

(i)  Subtract  from  the  resulting  figure  in  (1),  in 
accordance  with  the  container  size  of  the  base  item, 
$1.50  for  quarts,  $2.10  for  pints,  or  $2.85  for  half-pints; 


The  processor’s  March  1942  maximum  price  per 
case  for  “XYZ”  brand  of  domestic  whiskey,  straight 
whiskev  4 vrs.  old,  100®  proof,  quarts,  to  retailed 
in  the  District  of  Columbia,  is  $27.00  per  Th« 
is  a delivered  price  which  includes  freight  at  $1.00 
per  cwt.  and  D.  of  C.  taxes  paid  at  the  rate  of  $.50 
per  wine  gallon.  The  processor  is  establishing  a 
maximum  price  for  the  same  brand  name  and  formu- 
la (including  proof)  in  fifths  to  customers  of  the 
same  class.  He  did  not  se.ll  or  offer  to  9^1  the  item 
in  fifths  during  March  1942. 


March  1942  maximum  price $27.00 


D.  of  C.  tax  (3  gallons  @ $.50) 50 


Freight  (42  lb.  case). 


$25.50 

-.42 

$25.08 


The  change  in  this  example  is  from  quarts 
to  fifths.  ^ 

Resulting  figure  in  (1) - ^ S 

Quart  casing  cost --1.50 

23.58 


(ii)  Multiply  the  resulting  figure  in  (i)  by  .80;  and  Multiplier  for  quantity  reduction X.  80 


(iii)  Add  to  the  resulting  figure  in  (U)  the  amount 
of  $1.50  if  the  size  to  be  priced  is  fifths,  $2.10  if  tenths. 


(3)  For  a change  from  a case  of  fifths  or  tenths  to 

a case  of  quarts,  pints  or  half-pints:  ^ ... 

(i)  Subtract  from  the  resulting  figure  in  (1),  in 
accordance  with  the  container  size  of  the  base  item. 
$1.50  for  fifths,  or  $2.10  for  tenths; 

(ii)  Multiply  the  resulting  figure  m (i)  by  1.25;  and 

(iii)  Add  to  the  resulting  figure  in  (ii)  the  amount 
of  $1 .50  if  the  size  to  be  priced  is  quarts,  $2. 10  if  pints, 
or  $2.85  if  half-pints. 

(4)  Add  to  the  resulting  figure  in  subparagraphs 
(2)  or  (3),  as  the  case  may  be,  the  following  amounts: 

(i)  The  applicable  amount  of  freight  or  transpor- 
tation charges,  at  rates  in  effect  during  March  1942, 
if  the  March  1942  maximum  price  for  the  base  item 
Is  a delivered  price,  using  the  same  method  of  calcu- 
lating such  charges  that  he  used  in  figuring  his  de- 
livered price  during  March  1942. 

(ii)  The  applicable  amount  of  any  state  or  local 

excise  tax  at  rates  in  effect  on  November  2,  1942; 
Provided,  That  the  amount  of  such  tax  imposed  is 
actually  paid  or  has  accrued  and  become  payable 
by  the  processor  to  the  proper  taxing  authority  or 
to  any  prior  vendor.  . 

The  resulting  figure  is  the  converted  March  1942 
Tnaximum  price  for  the  changed  container  size  cov- 
ered in  subparagraphs  (2)  or  (3),  as  the  case  may  be. 


$18.86 

Fifths  casing  cost - -H-50 

$20. 36 

(To  complete  this  conversion  see  subparagraph  (4) 
below.) 

(No  iliustratlon  is  offered  here  for  a change  from  fifths 
or  tenths  to  quarts,  pints,  or  half-pints.) 


Resulting  figure  in  (2) — 

Freight  (32  lb.  case) 

$20.68 


D.  of  C.  tax  (2.4  gallons  @ $.50) 20 

$21.83 


The  converted  Afarch  1942  manmum  price  for  the 
change  covered  on  this  example  is  $21.88. 


Converted  March  19^2  maximum  prices  for  changes  in  container  sizes — Continued 


(a)  Rules  for  establishing  maximum  prices  under 
Appendix  B. 

(5)  For  a change  from  a case  of  quarts,  pints  or 
half-pints  to  a case  of  any  of  the  other  such  container 
sizes: 


(i)  Subtract  from  the  March  194S  maximum  price 
for  the  base  item  the  amount  of  freight  or  trans- 

rrtation  charges  included  therein  if  such  price 
a delivered  price. 

(ii)  Add  to  or  subtract  from  the  resulting  figure 
in  (i)  the  amount  indicated  in  the  table  below  for 
the  container  size  to  be  priced. 


Examples 

In  the  foregoing  example,  if  the  processor  did  not 
sell  pints  or  half-pints  during  March  1942,  he  may 
now  establish  prices  for  sales  of  such  sizes  to  the  same 
class  of  customers  using  the  quart  price  as  the  price 
for  the  base  item  as  follows: 

HNTS 


March  194i  maximum  price  for  quarts $27. 00 

Subtract  freight  (42  lb.  case) 42 


$26.58 

Add  amount  indicated  for  pints - +.  60 


$27.18 

Add  freight  (48  lb.  case) — +.  48 


Converted  March  194Z  maximum  price  for 
pints.:. $27.66 


From— 

To 

quarts 

To 

pints 

To  half- 
pints 

Quarts  

+$.60 

+$1.35 

+.75 

Pint.s  . . . 

-$.60 

-1.35 

1 

TTalf-pintS  - - - 

75 

(iii)  Add  the  applicable  amount  of  freight  or 
transportation  charges  at  rates  in  effect  during 
March  1942,  if  the  March  194Z  maximum  price  for 
the  base  item  is  a delivered  price,  using  the  same 
method  of  calculating  such  charges  that  he  used  in 
figuring  his  delivered  price  during  March  1942. 

The  resulting  figure  is  the  converted  March  194Z 
maximum  price  for  the  changed  container  size  cov- 
ered in  subparagraph  (5). 

(6)  For  a change  from  a case  of  fifths  to  a case  of 
tenths,  or  for  a change  from  a case  of  tenths  to  a case 
of  fifths: 

(i)  Subtract  from  the  March  194Z  maximum  price 
for  the  base  item  the  amount  of  freight  or  transporta- 
tion charges  included  therein  if  such  price  is  a de- 
livered price. 

(ii)  Subtract  60  cents  from  the  resulting  figure  in 
(i)  if  the  size  to  be  priced  is  fifths,  and  add  60  cents 
to  the  resulting  figure  in  (i)  if  the  size  to  be  priced 
is  tenths. 

(iii)  Add  the  applicable  amount  of  freight  or  trans- 
portation charges  at  rates  in  effect  during  March 
1942,  if  the  March  1942  maximum  price  for  the  base 
item  is  a delivered  price,  using  the  same  method  o 
calculating  such  charges  that  he  used  figuring  his 
delivered  price  during  March  1942. 

The  resulting  figure  is  the  converted  March  1942 
maximum  price  for  the  changed  container  size  cov- 
ered in  subparagraph  (6) . 

(7)  As  used  in  this  Appendix  the  term: 

“Case  of  quarts"  means  a total  quantity  of  3 wine 
gallons  of  domestic  distilled  spirits  packaged  in  12 
mdividual  containers  of  one-fourth  wine  gallon  each, 
all  enclosed  in  a single  carton  or  box. 

“Case  of  fifths"  means  a total  quantity  of  2.4  wine 
gallons  of  domestic  distilled  spirits  packaged  in  12 
individual  containers  of  one-fifth  wine  gallon  each, 
all  enclosed  in  a single  carton  or  box. 

“Case  of  pints"  means  a total  quantity  of  3 wine 
gallons  of  domestic  distilled  spirits  packaged  in  24 
mdividual  containers  of  one-eighth  wine  gallon  each, 
all  enclosed  in  a single  carton  or  box. 

“Case  of  half-pints"  means  a total  quantity  of 
3 wine  gallons  of  domestic  distilled  spirits  packaged 
in  48  individual  containers  of  one-sixteenth  wdne 
gallon  each,  all  enclosed  in  a single  carton  or  box. 

“Case  of  tenths"  means  a total  quantity  of  2.4  wine 
gallons  of  domestic  distilled  spirits  packaged  in  24 
mdividual  containers  of  one-tenth  wine  gallon  each, 
all  enclosed  in  a single  carton  or  box. 


HALF-PIKTS 


March  1942  maximumprice  for  quarts $27.00 

Subtract  freight  (42  lb.  case) — . 42 


26.58 

Add  amount  indicated  for  half-pints 1. 35 


27.93 

Add  freight  (54  lb.  case) — - +.  54 


Converted  March  1942  maximum  price  for  half- 
pints..  - $28.47 


(No  illustration  is  offered  here  for  a change  from 
fifths  to  tent^  or  tenths  to  fifths.) 
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Converted  March  1942  maximum  prices  for  changes  in  container  sizes  Continued 


(a)  Rules  for  establishing  maximum  prices  under 
Appendix  B. 

(c)  Reports  required  to  be  filed.  On  or  before  the 
date  of  making  the  first  sale  of  an  item  at  a converted 
March  1942  maximum  price  established  under  this 
Appendix,  the  processor  shall,  by  letter  to  the  Office 
of  Price  Administration,  Beverage  Section,  Wash- 
ington, D.  C,,  report  the  maximum  price  so  estab- 
liSied.  The  letter-report  shall  contain  the  following: 

(1)  The  name  and  address  of  the  processor  filing 
the  report. 

(2)  A statement  that  the  report  is  filed  under 
Appendix  B to  Article  III  of  MPR  445. 

(3)  The  brand  name  and  container  size  of  the  item 
which  is  the  subject  of  the  report. 

(4)  The  date  unon  which  the  processor  filed  OPA 
Form  635-2o2-A  (brand  name  report  required  under 
Amendment  No.  6 to  MPR  193)  for  the  base  item 
used  for  the  conversion  made  under  this  Appendix. 

(5)  The  converted  March  194t  maximum  price  for 
the  item  which  is  the  subject  of  the  report,  and  a 
statement  showing  the  steps  (similar  to  those  illus- 
trated by  the  examples)  made  by  the  processor  to 
figure  such  price,  in  accordance  with  procedure 
provided  in  this  Appendix. 

(6)  A list  of  all  items  of  the  same  brand  name  and 
formula  sold  or  offered  for  sale  by  the  processor  dur- 
ing March  1942. 

Neither  acceptance  nor  failure  to  act  upon  a letter- 
report  filed  under  this  paragraph  shall  constitute 
approval  by  the  Office  of  Price  Administration  of 
the  maximum  prices  so  reported. 


Examples 


HALP-PIKT9 


Appendix 


Converted  March  1942  maximum  prices  for  changes  in  proof  only 


(a)  Rules  for  establishing  maximum  prices  under 
Appendix  C.  . . 

(1)  The  conversion  provided  in  this  Appendix  is 
applicable  only  to  items  of  domestic  whfekey,  domes- 
tic gin,  domestic  brandy  and  domestic  mm.  For 
items  of  any  other  classification  in  which  the  proof 
differs  from  that  for  the  item  sold  or  offered  for  sale 
during  March  1942,  the  processor  must  establish  a 
speci(U  maximum  price  oy  authorization  under  Ap- 
pendix F. 

(2)  If  the  processor  during  March  1942  sold  or 
offered  for  sale  two  or  more  items  differing  only  with 
respect  to  proof  or  container  size,  a converted  March 
19 ki  maximum  price  in  this  Appendix  cannot  be 
established  for  those  items. 

(3)  The  conversion  provided  in  this  Appendix 
must  be  made  from  the  processor’s  March  1942  maxi- 
mum price  for  an  item  of  the  same  brand  name  and 
formula  (except  for  the  difference  in  proof)  at  the 
highest  degree  of  proof  sold  or  offered  for  sale  by  the 
processor  during  March  1942. 

(4)  The  converted  March  1942  maximum  price  is 
applicable  only  to  sales  to  customers  of  the  same  class 
as  that  to  which  the  base  item  was  sold  or  offered  for 
sale  by  the  processor  during  March  1942. 


(5)  The  converted  March  1942  maximum  price 
established  under  this  Appendix  is  inapplicable  to 
sales  of  any  item  of  domestic  whiskey  bearing  the 
same  brand  name  as  an  item  for  which  the  processor 
has  established  a prescribed  uniform  maximum  price 
provided  in  Appendix  E. 


Examples 

During  March  1942  the  processor  sold  “ZZ"  brand 
of  apricot  cordial  at  70®  proof.  He  now  intends  to 
sell  that  brand  of  apricot  cordial  at  60®  proof.  The 
conversion  provided  in  this  Appendix  does  not  apply 
because  this  Appendix  is  not  applicable  to  cordials, 
and  a special  maximum  price  by  authorization  under 
Appendix  F must  be  established  for  sales  of  the  item 

^^’Dmin^March  1942  the  processor  sold  “ZYX" 
brand  of  domestic  mm,  3 yrs.  old,  at  both  90®  and  86® 
proof.  He  cannot  convert  the  March  1942  maximum 
price  for  the  90®  proof  item  to  a converted  March 
1942  maximum  price  for  the  86®  proof  item. 

During  March  1942  the  processor  sold  ZYX 
brand  of  dome^ic  whiskey,  2 yrs.  old,  at  both  90 
and  100®  proof  in  quarts.  In  order  to  establish  a 
maximum  price  for  that  brand,  2 yrs.  old,  at  96 
proof  in  quarts,  the  conversion  must  be  made  from 
the  Mardi  1942  maximum  price  for  the  lOO®  proof  item, 

in  quarts.  _ 

During  March  1942  the  processor  sold  “ZX" 
brand  of  domestic  gin  at  86®  proof  only  to  re- 
tailers in  Indiana.  The  converted  March 
1942  maximum  price  under  this  Appendix  for 
sales  of  the  item  at  85®  proof  is  applicable 
only  to  sales  to  retailers  in  Indiana,  In 
order  to  establish  a maximum  price  for  that 
brand  at  85®  proof  for  sales  to  retailers  in  other 
states  or  for  sales  to  wholesalers  or  monopoly  states, 
he  must  establish  a special  maximum  price  by  atUhor- 
ization  under  Appendix  F. 

During*  March  1942  the  processor  sold  “WZ 
brand  of  domestic  whiskey  only  in  fifths  at  90®  proof. 
He  has  elected  to  establish  a prescribed  uniform  toozi- 
mum  price  under  Appendix  E for  “WZ"  brand  of 
domestic  whiskey,  in  fifths  at  93°  proof.  Ther^fter 
he  cannot  establish  a converted  March  1942  maximum 
price  (under  Appendix  C)  for  the  item  at  86®  or  any 
other  proof  because  all  items  of  domestic  whiskey 
bearing  the  name  “WZ"  must  be  priced  under 
Appendix  £. 
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Converted  March  19^2  maximum  prices  for  changes  in  proof  only — Continued 


(a)  Rnle»  for  establishing  maximum  prices  under 
Appendix  C. 

(b)  Procedures  for  establishing  converted  March 
194s  maximum  prices.  The  processor's  converted 
March  194%  maximum  price  per  case  (for  a change 
in  proof)  for  sales  of  an  item  to  customers  of  a par* 
ticular  class  is  the  processor’s  March  194^  maximum 
price  provided  in  Appendix  A for  the  base  item, 
adjusted  for  the  change  in  proof  as  set  forth  below. 
The  “base  item”  is  an  item  of  the  same  brand  name, 
container  size  and  formula  (except  for  a difference 
in  proof)  at  the  highest  decree  of  proof  sold  or  offered 
for  sale  by  the  processor  during  March  1942  to  a cus- 
tomer of  the  same  class,  in  accordance  with  the 
processor's  March  1942  customer  classifications. 

(c)  In  any  instance  where  the  container  size  of  the 
item  to  be  priced  differs  from  that  of  the  base  item  in 
paragraph  (b).  the  processor’s  March  1942  maximum 
price  for  the  base  item  shall  first  be  adjusted  under 
Appendix  B for  the  difference  in  container  .size,  and 
the  converted  March  194%  maximum  price  for  the  item 
in  such  changed  container  size  shall  then  be  adjusted 
for  the  change  in  proof  as  follows: 

(1)  Subtract  from  the  March  1942  maximum  price 
in  paragraph  (b)  or  from  the  converted  A/arcA  1942 
maximum  price  in  paragraph  (c),  as  the  case  may  be, 
the  following  charges  included  therein: 

(i)  The  amount  of  Federal  rectification  tax; 


(ii)  The  amount  of  any  state  or  local  tax  (except  a 
processing  tax);  and 

(iii)  The  amount  of  any  freight  or  transportation 

charges  if  the  price  in  (a)  or  (b)  is  a delivered  price. 

% 

(2)  Subtract  from  the  rcvsulting  figure  in  subpara- 
graph (1)  the  amount  of  $1.60  if  quarts  or  fifths  are 
to  be  priced;  S2.10  if  pints  or  tenths,  or  $2.85  if  half- 
pints. 

(3)  Figure  the  cost  per  degree  of  proof  by  dividing 
the  resulting  figure  in  subparagraph  (2)  by  the  num- 
ber of  degrees  of  proof  of  the  formula  of  the  base  item. 
(This  computation  must  be  carried  to  four  decimal 
places). 

(4)  Multiply  the  resulting  figure  in  subparagraph 

(3)  by  the  number  of  degrees  of  proof  of  the  formula 
of  the  item  to  be  priced. 

f5)  Add  to  the  resulting  figure  in  subparagraph 

(4)  the  following  amounts: 

(i)  The  amount  of  casing  cost  subtracted  in  sub- 
paragraph  (2). 

(ii)  The  applicable  amount  of  freight  or  transporta- 
tion charges,  at  rates  in  effect  during  March  1942,  if 
the  price  in  paragraphs  (b)  or  (c)  is  a delivered  price, 
using  the  same  method  of  calculating  such  charges 
that  he  used  in  figuring  his  delivered  price  during 
March  1942. 

(iii)  The  applicable  amount  of  any  state  or  local 
excise  tax  at  rates  in  effect  on  November  2, 1942,  and 
the  applicable  amount  of  federal  rectification  tax  at 
rates  in  effect  on  November  2,  1942:  Provided,  That 
the  amount  of  such  taxes  imposed  are  actually  paid 
or  have  accrued  and  become  payable  by  the  proces- 
sor to  the  proper  taxing  authority  or  to  any  prior 
vendor. 

The  resulting  figure  is  the  converted  March  1942 
maximum  price  for  the  change  in  proof,  or  for  the 
change  in  container  size  and  proof,  as  the  case  may  be. 


Examples 

The  processor's  March  1942  maximum  price  per 
case  of  “X”  brand,  in  quarts,  80®  proof,  60%  straight 
whiskey  36  months  old  and  50%  neutral  spirits,  is 
$28.00  delivered  to  customers  of  the  particular  cl^ss. 
This  price  includes  freight  at  $1.00  per  cwt.  and 
state  taxes  at  $1.00  per  wine  gallon.  He  now  desires 
to  sell  “X”  brand  in  quarts,  same  formula  except 
that  the  proof  is  increased  to 


(If  the  processor  desires  to  sell  the  above  item  at 
90®,  in  fifths  rather  than  quarts,  he  must  first  convert 
the  $28.00  price  under  Appendix  B to  obtain  the  fifth 
price  at  80®  proof.) 


March  1942  maximum  price,  quarts,  80® 


proof $28. 00 

Federal  rectification  tax  (80®  prooO —$0. 72 

27.28 

State  excise  tax —3. 00 

24.28 

Freight  (42  lb.  case) — . 42 

23.86 

Quart  casing  cost —1.60 

22.36 

$22.36+80«$.2795 


$0.2795 

Proof  of  item  to  be  priced X90 

25. 155 

Quart  casing  cost.— - — +1.50 

26.655 

Freight  (42  lb.  case) - .42 

27.076 

State  excise  tax 3. 00 

Federal  rectification  tax  (90®  proof).— 81 

30.885 


Converted  March  1942  mazimum  price  for 
change  in  proof $30. 89 


(d)  Reports  required  to  he  filed.  On  or  before  the  date  of  making  the  first  sale 
of  an  item  at  a converted  March  194^  maximum  price  established  under  this 
Appendix,  the  processor  shall,  by  letter  to  the  Office  of  Price  Administration 
Beverage  Section,  Washington,  D.  C.,  report  the  maximum  price  so  established. 
The  letter-report  shall  contain  the  following: 

(1)  The  name  and  address  of  the  processor  filing  the  report. 

(2)  A statement  that  the  report  is  filed  under  App(mdix  C to  Article  III  of 
MPR  445. 

(3)  The  brand  name,  container  size  and  proof  of  the  item  which  is  subject  of 
the  report. 


rv 


V 


St 


% 


■j 


LIQUOR  INDUSTRY 


469 


(4)  The  date  upon  which  the  processor  filed  OPA  Perm  635-232-A  (brand  1 

name  report  required  under  Amendment  No.  6 to  MPR  193)  for  the  base  item  used 

for  the  conversion  made  under  this  Appendix. 

(5)  The  converted  March  194^  maximum  price  for  the  item  which  is  the  subject 
of  the  report,  and  a statement  showing  the  steps  (similar  to  those  illustrated  by 
the  examples)  made  by  the  processor  to  figure  such  price,  in  accordance  with 
procedure  provided  in  this  Appendix. 

(6)  A list  of  all  items  of  the  same  brand  name  sold  or  offered  for  sale  by  the 
processor  during  March  1942. 

Neither  acceptance  nor  failure  to  act  upon  a letter-report  filed  under  this 
paragraph  shall  constitute  approval  by  the  Office  of  Price  Administration  of  the  I 

maximum  prices  so  reported. 

Appendix  D 

Converted  March  194^  maximum  prices  for  changes  in  formulae  other  than  proof 

(а)  Pules  for  establishing  maximum  prices  under  - Example 

Appendix  £>. 

(1)  The  conversion  provided  in  this  Appendix  is  During  March  1942  the  processor  sold  “XY”  brand 
applicable  only  to  items  of  domestic  whiskey,  except  of  domestic  rum,  90®  proof,  3 yrs.  old.  He  now  wants 
items  containing  malt  whiskey.  For  items  of  all  to  price  “XY”  brand  of  rum,  90®  proof.  4 yrs.  old. 
other  classifications  including  items  of  domestic  Ra  cannot  estBb\isheLCon*’erted  March  1942  maximum 
whiskey  which  contain  malt  whiskey,  in  which  the  mice  under  this  Appendix  for  the  four  year  old  item, 
formula  (other  than  proof)  differs  from  that  for  the  He  must  .establish  a special  maximum  price  by  author* 

item  sold  or  offered  for  sale  by  the  processor  during  izniton  for  the  new  item  under  Appendix  F.  | 

March  1942,  the  processor  must  establish  a special 
ma.ti7num  price  by  avihorizaiion  under  Appendix  F. 

(2)  The  converted  March  1042  maximum  price  is  During  March  1942  the  processor  sold  “WX” 

Inapplicable  to  sales  of  any  item  of  domestic  whiskey  brand,  a blend  of  straight  whiskeys,  70%  4 yrs.  old 
bearing  the  same  brand  name  as  an  item  for  which  and  30%  2 yrs.  old,  90®  proof.  He  hns  elected  to 
the  processor  has  elected  to  establish  a prescribed  established  a prescribed  uniform  maximum  price  for 
unijorm  maximum  price  provided  in  Appendix  E.  that  item  under  Appendix  E.  He  later  decides  to 

sell  “WX”  brand  as  a blend  of  straight  whiskeys  70% 

6 yrs.  old  and  30%  3 yrs.  old.  90®  proof.  He  cannot 
then  establish  a converted  March  1942  maximum  price 
for  such  item  under  this  Appendix.  He  must  estab- 
lish a prescTtbed  uniform  maximum  pi  ice  foe  the  item 
under  Appendix  E. 

(3)  The  conversion  provided  in  this  Appendix  During  March  1942,  processor  sold  “J.  J.  Doe” 

mmst  be  made  from  the  proct'ssor’s  March  1942  maxi*  brand  of  domestic  whiskey.  He  cannot  use  the 
mum  price  for  an  item  of  the  same  brand  name  as  that  March  1942  maximum  price  for  that  item  to  establish 
to  be  priced.  a converted  March  1942  maximum  price  for  “J.  J.  Doe 

Reserve”  brand  of  domestic  whiskey.  Where  there 
is  any  change  of  name  the  item  must  be  priccHl  under 
Appendix  E by  cstabUshin.<  a prercrited  uniform 
maximum  price. 

(4)  The  conxierted  March  1942  maximum  price  During  March  1942,  the  processor  sold  “X”  brand 

established  under  this  Appendix  is  applicable  only  of  domestic  whiskey  only  to  monopoly  states  on  an 
to  sales  to  customers  of  the  same  class  as  that  to  which  f.  o.  b.  bottling  plant  basis.  The  formula  of  “X” 
the  base  item  was  sold  or  offered  for  sale  by  the  proc-  brand  is  changed  and  a converted  March  1942  max* 
essor  during  March  1^.  imum  price  is  established  under  this  Appendix. 

That  price  is  applicable  only  to  sales  to  monopoly 
states  on  the  same  f.  o.  b basis.  It  is  not  applicable 
to  sales  to  wholesalers  or  to  other  classes  or  customers. 

(б)  The  converted  Afarch  1942  maximum  price  During  March  1942,  the  processor  sold  “WZ” 
established  under  this  Appendix  is  applicable  only  brand,  a blended  whiskey  at  W®  proof,  60%  whiskey 
where  the  new  formula  replaces  the  formula  used  as  and  50%  neutral  spirits.  He  also  sold  the  same 
the  base  for  the  conversion.  The  processor  cannot  brand,  at  the  same  proof,  60%  w’hiskey  and  40% 
continue  to  sell  both  the  item  of  the  base  formula  at  neutral  spirits,  during  the  same  month.  He  now 
the  March  19^2  maximum  price  or  the  converted  March  intends  to  sell  “WZ”  brand  as  a spirit  blend  whiskey 
1942  maximum  price  for  other  changes  and  the  item  20%  whiskey,  80%  neutral  spirits,  at  90®  proof.  He 
of  the  new  formula  at  the  converted  March  1942  uses  as  the  base  for  the  conversion  the  March  1942 
maximum  price  established  under  this  Appendix,  wiarimttm  price  for  “WZ**  brand.  50%  whiskey,  50% 

Where  he  desires  to-sell  items  of  both  formulae  each  neutral  spirits.  Thereafter  he  cannoi  continue  to  sell 
such  item  must  be  priced  under  Appendix  E by  the  50-50  item  at  the  March  1942  maximum  price  but 
establishing  prescribed  uniform  maximum  prices,  he  can  continue  to  sell  the  40-60  item  at  the  March 
and  all  other  items  of  domestic  whiskey  bearing  the  1942  maximum  price  therefor.  If  he  desires  to  sell 
same  brand  name  must  also  bo  priced  under  Appeu-  items  of  all  three  formulae,  he  must  establish  pre* 
dix  E.  scribed  uniform  maximum  prices  for  such  items  under 

Appendix  E. 

(6)  In  computing  whiskey  costs  under  the  methods 
provided  in  this  Appendix,  the  age  used  for  the  com- 
putation shall  be  the  age  shown  on  the  labels,  and 
for  blends,  where  the  respective  ages  are  not  separ- 
ately stated  on  the  labels,  the  age  of  the  youngest 
whiskey  in  the  blend  as  stated  on  the  labels.  “Bot- 
tled in  bond”  domestic  whiskey  shall  be  deemed  to 

be  four  years  of  age  where  no  age  statement  appears  j 

on  the  labels. 


t 
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Converted  March  194S  maximum  prices  for  changes  in  formulae  other  than  proof— 

Continued 


(a)  RuUb  for  establishing  maximum  prices  under 

"procedures  for  establishing  conrerted  March 
IBAg  maximum  prices.  The  converted  March  I94x 
maximum  price  (for  a change  in  formula  other  than 
proof)  for  sales  of  an  item  to  customers  of  a particular 
class  is  the  processor’s  March  IBlti  maximurn  pric« 
provided  in  Appendix  A for  the  base  item,  adjusted 
for  the  change  in  formula  (other  than  proof)  as  set 
forth  below.  The  “base  item”  is  an  item  of  domestic 
whickey  of  the  same  brand  name  sold  or  offered  for 
sale  by  the  processor  during  March  1942  to  a cus- 
tomer of  the  same  class,  in  accordance  with  the  pro- 
cessor’s March  1942  customer  classifications. 

(c)  In  any  instance  where  either  or  both  the  con- 
tainer size  and  proof  of  the  item  to  be  priced  diner 
from  that  of  the  base  item  in  paragraph  (b),  the 
March  194S  maximum  price  for  such  base  item  shaU 
first  be  adjusted  under  Appendix  B for  the  difference 
in  container  size,  if  any,  and  second,  un^r  Appendix 
C for  the  difference  in  proof,  if  any.  The  converted 
March  19A£  maximum  price  for  the  altered  ba^  item, 
in  accordance  with  either  or  both  of  such  changes, 
shall  then  be  adjusted  for  the  other  changes  in  for- 
mula as  follows: 

(d)  Subtract  from  the  March  19Ifi  maximum  price 

in  paragraph  (b)  or  from  the  converted  March  194S 
maximum  price  in  paragraph  (c),  as  the  ca^  may  tc, 
the  amount  of  federal  rectification  tax,  if  any,  in- 
cluded in  such  price.  , , VI 

(e)  Ascertain  from  Table  I the  cost  of  the  whiskey 
or  the  cost  of  the  whiskey  and  netural  spirits,  as  the 
case  may  be,  both  per  case  of  the  base  item  in  para- 
erauh  (b)  or  of  the  altered  base  item  in  para^aph 
(c).  and  per  case  of  the  item  to  be  priced,  follows: 

(1)  Formulae  composed  entirely  of  whiskey  of  one 

^^(i)  Multiply  the  cost  of  the  whiskey,  as  determined 
from  Table  I,  in  accordance  with  the  age  pd  con- 
tainer size  of  the  item,  by  the  percentage  of  prwf  of 
the  item.  The  resulting  figure  is  the  cost  of  the 
whiskey  for  the  particular  formula  and  container 
size. 


(ii)  Determine  the  amount  of  the  difference  be- 
tween the  cost  for  the  formula  of  the  item  to  be  priced 
and  the  cost  for  the  formula  of  the  base  item  m pwa- 
graph  (b)  or  the  altered  base  item  m paragraph  (c), 

resulting  figure  in  paragraph  (d) 

^^Vwh*ere  the  amount  of  the  cost  for  the  formula 
of  the  item  to  be  priced  is  greater  than  the  amount 
of  the  cost  for  the  formula  of  the  \tein  or  the 
altered  base  item,  as  the  case  may  be,  add  the  amount 
of  the  difference  difference  between  the  respective 
costs  to  the  resulting  figure  in  para^aph  (d). 

(6)  Where  the  amoun*^  of  the  cost  for  the  formula 
of  the  item  to  be  priced  is  less  than  the  amount  of 
the  cost  for  the  formula  of  the  b^  lu® 

altered  base  item  as  the  case  may  be,  subtract  the 
Mount  of  the  difference  between  the  respective 
costs  from  the  resulting  figure  in  .Parapaph  (d). 

(c)  Add  to  the  resulting  figure  m (®)  or  (6),  as  the 
case  may  be,  the  applicable  amount  of  federal  recti- 
fication tax,  if  any,  for  the  item  to  be  priced:  Providedt 
That  the  amount  of  such  tax  is  actually  paid  or 
h^  accrued  and  become  payable  by  the  Prow^or 
to  the  proper  taxing  authority  or  to  any  Prior  vendor. 

The  resulting  figure  is  the  converted  M^^^ 
'moitmtim  price  for  a change  in  formifia  (other  than 
oroof),  or  for  a change  in  either  or  both  the  (^tamer 
ISrand  formula  (including  proof),  as  the  case 

may  be. 


Example 

The  processor’s  March  1942  maximum  price  for  “Z” 
brand  per  case  of  quarts,  90®  proof,  of  a formula  (im- 
posed entirely  of  straight  whiskey  36  months  old,  is 
$26.00  to  the  particular  class  of  customers. 


(See  Appendices  B and  C for  examples  of  such  con- 
versions) 


AfarcA  1942  maximum  price  in  paragraph  (b) — $26.  M 
Federal  rectifies  tion  tax — .00 

26.00 

The  processor  desires  to  sell  “Z”  brand  under  a 
formula  composed  entirely  of  straight  whiskey  48 
months  old,  90®  proof,  in  quarts. 


Base  item: 

Cost  of  36  months  old  whiskey  at  100®  proof 
in  quarts, 

Table  I $5,022 

Proof  of  base  item.-- X.90 

4.5196 

Formula  to  be  priced: 

Cost  of  48  months  old  whiskey  at  100®  proof 
in  quarts, 

Table  I 

Proof  of  item  to  be  priced X.  w 

5. 4648 

Cost  of  formula  of  item  to  be  priced $5. 4648 

Cost  of  formula  of  base  item  in  paragraph 

(b) -4.5198 


.9450 

The  cost  for  the  formula  of  the  item  to  be  priced  is 
greater  than  the  cost  fpr  the  formula  of  the  base  item. 


Resulting  figure  in  (d) 

Add  difference  in  cost +•  ”6 


26.945 

(In  the  example  above  the  cost  of  the  whiskey  for 
the  item  to  be  priced  is  greater  than  that  for  the  base 
item.  Therefore,  no  substraction  is  made.) 


Resulting  figure  in  (o) 

Federal  rectification  tax +-00 

Cmverted  March  1942  maximum  price $26. 945 


or  $26.95 
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Converted  March  1942  maximum  prices  for  changes  in  formulae  other  than  proof— 

Continued 


(a)  Rules  for  establishing  maximum  prices  under 

Appendix  D.  , , . . . ^ 

(2)  Formulae  composed  entirely  of  whiskey  of  more 

one  age. 


(i)  Multiply  the  cost  for  each  age  of  whiskey  in  the 
formula  of  the  item,  as  determined  from  Table  I,  by 
the  percentage  of  whiskey  of  such  cost  present  m the 
formula,  and  determine  the  total  of  such  computa- 
tions. 


(ii)  Multiply  the  resulting  figure  in  (i)  by  the 
percentage  of  proof  of  the  item. 


(iii)  Determine  the  amount  of  the  difference 

between  the  cost  for  the  formula  of  the  item  to  be 
priced  and  the  cost  for  the  formula  of  the  base  item  m 
paragraph  (b)  or  the  altered  base  item  in  paragraph 
(c),  as  the  case  may  be.  . 

(iv)  Adjust  the  resulting  figure  m paragraph  (d) 

as  follows:  . , i 

(а)  Where  the  amount  of  the  cost  for  the  formula 

of  the  item  to  be  priced  is  greater  than  the  amoimt  oi 
the  cost  for  the  formula  of  the  base  item  or  the  altered 
base  item,  as  the  case  may  be.  add  the  amount  of  the 
difference  between  the  respective  costs  to  the  re- 
sulting figure  in  paragraph  (d).  , , , 1 

(б)  Where  the  amount  of  the  cost  for  the  foimula 
of  the  item  to  be  priced  is  less  than  the  amount  of  the 
cost  for  the  formula  of  the  base  item  or  the  altered 
base  item,  as  the  case  may  be,  subtract  the  amount  of 
the  difference  between  the  respective  costs  from  the 
resulting  figure  in  paragraph  (d). 

(c)  Add  to  the  resulting  figure  m (a)  or  (6),  as  the 
case  may  be,  the  applicable  amount  of  federal  rectifi- 
cation tax,  if  any,  for  the  item  to  be  priced:  J^omded, 
That  the  amount  of  such  tax  is  actually  paid  or  h^ 
accrued  and  become  payable  by  the  processor  to  the 
proper  taxing  authority  or  to  any  prior  vendor. 

Th  resulting  figure  is  the  converted  March  1942 
maximum  price  for  a change  in  formula  (other  than 
proof),  or  for  a change  in  either  or  both  the  container 
size  and  formula  (including  proof),  as  the  case  may 
be 

(3)  Formulae  composed  of  both  whiskey  and  neutral 
spirits. 


(1)  Multiply  the  cost  for  each  of  whiskey  in 
the  formula  of  the  item,  as  determined  from  Table  I, 
by  the  percentage  of  whiskey  of  such  cost  present  m 
the  formula. 


(ii)  Multiply  the  cost  for  neutral  spirits  in  the 
formula  of  the  item,  as  determined  from  Table  I,  by 
the  percentage  of  neutral  spirits  present  in  the 
formula. 


Example 

Instead  of  selling  the  item  priced  in  the  foregoing 
example,  the  processor  desires  to  sell  under  Z 
brand  name  a formula  (as  stated  on  the  labe^ 
composed  of  50%  48  months  old  whiskey  ai^  5^o 
36  months  old  whiskey,  90®  proof,  quarts.  He  dm 
already  determined  the  cost  for  the  formula  of  ™ 
base  item  in  accordance  with  subparagraph  (1).  He 
must  now  determine  the  cost  for  the  new  formula 


above  as  follows: 

Cost  48  months  aged  whiskey,  100®  proof, 
quarts,  Table  I - $5*  51^ 

Multiply  by  percentage  of  such  whiskey X.  50 

3.036 

Cost  36  months  aged  whiskey  100®  proof, 

quarts.  Table  I — - $5.0^ 

Multiply  by  percentage  of  such  ■whiskey — - X.  50 


2.511 

$3. 036 
2.611 


Total  of  above 6*  bi7 

Resulting  figure  in  (i) - $5.  M7 

Multiply  by  percentage  of  proof.. ~ X.90 

4.9923 

Cost  of  formula  of  item  to  be  priced $4. 992 

Cost  of  formula  of  the  base  item  in  para- 
graph (b) 5198 

Difference  in  cost • 4725. 


The  cost  for  the  formula  of  the  item  to  be  priced  is 
greater  than  the  cost  for  the  formula  of  the  base  item. 

Resulting  figure  in(d) W 

Add  difference  in  cost ----- — +.4725 


26.4725 


Resulting  figure  in  (a) $26. 4725 

Federal  rectification  tax +0-00 

Converted  March  1942  maximum  price $26. 47^ 


or  $26.47 


Instead  of  selling  the  item  priced  in  the  foregoing 
example,  the  processor  desires  to  sell  under  “Z” 
brand  name  a formula  composed  of  10%  straight 
whiskey  24  months  old,  10%  straight  whiskey  36 
months  old,  and  80%  neutral  spirits,  90®  proof, 
quarts . The  ages  of  the  wh  iskey  and  the  percentages 


thereof  are  stated  on  the  labels  of  the  item. 

Cost  24  months  aged  whiskey,  100®  proof, 

quarts,  Table  I - — $3,969 

Multiply  by  percentage  of  such  whiskey X.  10 

.3969 

Cost  36  months  aged  whiskey,  100®  proof, 

quarts,  Table  I 5-  022 

Multiply  by  percentage  of  such  whiskey X.  10 

.5022 

Cost  of  neutral  spirits,  100®  proof,  quarts, 

Table  I $1.05 

Multiply  by  percentage  of  neutral  spirits X.  80 


1.560 
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Converted  March  1942  maximum  prices  for  changes  in  formulae  other  than  proof— 

Continued 

(a)  Rules  for  establishing  maximum  prices  under  Examplb 

the  total  of  the  resulting  figures  Resulting  figures  In  (1)... - $0.^ 

in  (i)  and  (il),  and  multiply  the  figure  so  obtained  ^ 

by  the^rwnW  of  proof  of  the  item.  Resultmg  figure  m (ii) — " 

Total  cost - 

Multiply  by  percentage  of  proof. X.w 


The  cost  for  the  formula  of  the  item  to  be  priced 
is  less  than  the  cost  for  the  formula  of  the  base  item. 

Resulting  figure  in  (d) - 

Subtract  difference?  in  cost —i.6i 

23.69 

Resulting  figure  In  (6) — 

Federal  rectification  tax... 

Cmverted  March  19Ifi  maximum  price 24. 50 


The  resulting  figure  is  the  cost  of  the  whiskey  and 
neutral  spirits  for  the  particular  formula  and  con- 

‘®av)  Determine  the  amount  of  the  different  Cost  of  formula  of  the  base  item  in  para- 

hPtw^n  the  cost  for  the  formula  of  the  item  to  be  o o!^ 

priced  and  the  cost  for  the  formula  of  the  base  item  Cost  of  formula  of  item  to  be  priced 2.2  32 

in  paragraph  (b)  or  the  ^ered  base  item  in  para-  ^ 2.3066 

graph  (c),  as  the  case  maybe.  . uinerence  m cost 

(V)  Adjust  the  resulting  figure  m paragraph  (d) 
fis  * 

(o)  Where  the  amount  of  the  cost  for  the  formula 
of  the  item  to  be  priced  is  greater  than  the  amount 
of  the  cost  for  the  formula  of  the  base  item  or  altered 
base  item,  as  the  case  may  be,  add  the  amount  of 
the  difference  between  the  respective  costs  to  the 

WhCT?thi for  the  formula  The  cost  for  the  formula  of  the  Item  to  be  prit^ 
of  the  item  to  be  priced  is  less  than  the  amount  of  is  less  than  the  cost  for  the  formula  of  the  base  item. 

the  cost  for  the  formula  of  the  base  item  or  the  altered  ^<50  ^ 

base  item  as  the  cjase  may  be,  subtract  the  amount  Resulting  fi^ire  in  {d)---_ ^ ■ 

of  the  difference  between  the  respective  costs  from  Subtract  difference  in  cost ' 

the  resulting  figure  in  paragraph  (d) . 23. 69 

• fcl  Add  to  the  resulting  figure  in  (a)  or  (6),  as  the  Resulting  flg^e  In  (6) 

ca^e  i^y  be,  the  ^plkwe  amount  of  federal  recti-  Federal  rectification  tax - 

®*drTh^’thcTmoun\  is^^tuTlfy  Converted  March  19H  maximum  price 24. 50 

or  has  accrued  and  become  payable  by  the  proctor 
to  the  proper  taxing  authority  or  to  any  prior  vendor . 

The  resulting  figure  is  the  converted  March  J94X 
maximum  price  for  a change  in  formula  (other  than 
proof),  or  for  a change  in  either  or  both  the  container 
size  and  formula  (including  proof),  as  the  case  may 

*‘(f)  Reports  required  to  be  filed.  On  or  before  the  date  of  making  the  first  sale 
of  an  item  at  a converted  March  1942  maximum  price  (jstabhshed  under  this  Ap- 
pendix the  processor  shall,  by  letter  to  the  Office  of  Price.  Admmistration  Bever- 
age Sekion,  Washington,  D.  C„  report  the  maximum  price  so  established.  The 

letter-report  shall  contain  the  following: 

(1)  The  name  and  address  of  the  processor  filing  the  report.  . , . 

(2)  A statement  that  the  report  is  filed  under  Appendix  D to  Article  III  of 

(3^  l^e  brand  name,  container  size  and  formula  of  the  item  which  is  the  sub- 
lect  of  the  report.  (Attach  front  and  back  labels  to  better-report.) 

(4)  The  date  upon  which  the  processor  filed  OPA  Form  63^2p-A  (brand 
report  required  under  Amendment  No.  6 to  MPR  193)  for  the  base  item  used  for 

the  conversion  made  under  this  Appendix.  «„hipet 

(5)  The  converted  March  1942  maximurri  price  for  the  time  ’nhich  >f  th®  subject 

of  the  report,  and  a statement  showing  the  steps  (similar  to  those  illustrated  by 
the  exarnples)  made  by  the  processor  to  figure  such  price,  in  accordance  with 

procedure  ^providjjd.te^^  of  the  same  brand  name  sold  or  offered  for  sale  by  the 

to  .ot  upon  . lot.er-renor. . filed  under  this 
paragraph  shall  constitute  approval  by  the  Office  of  I rice  Administration  of  the 
maximum  prices  so  reported. 
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Table  I. — Costs  of  Domestic  Straight  Whiskey  and  Neutral  Spirits 


W^eighted  average  age 
in  months 

Domestic  w'hiskey  cost 
at  100°  proof 

Neutral  spirits  cost  at 
100°  proof 

3 gallon 

3 gallon 

2.4  gallon 

Mnre. 

Not  more 

caseof  qts., 

2.4  gallon 

case  of  qts., 

than— 

than— 

pts.  or  half 
pts. 

case  of  fifths 

pts.  or  half 
pts. 

case  of  fifths 

9 

$2,463 

$1,970 

$1.95 

$1.56 

Q 

15 

2. 946 

2. 356 

1.95 

1.  56 

15 

21 

3. 462 

2. 769 

1.95 

1. 56 

21 

27 

3.969 

3. 175 

1.95 

1. 56 

27 

33 

4.500 

3.600 

1.95 

1. 56 

33 

39 

5. 022 

4. 017 

1. 95 

1. 56 

39 

45 

5. 532 

4.425 

1.95 

1. 56 

45 

51 

6.072 

4.  857 

1.95 

1. 56 

.51 

57 

6.600 

5.280 

1. 95 

1. 56 

57 

63 

7. 077 

5. 661 

1.95 

1. 56 

63 

69 

7.5.39 

6.031 

1.95 

1. 56 

69 

75 

8. 028 

6.422 

1.95 

1. 56 

75 

81 

8. 550 

6.840 

1.95 

1. 56 

81 

87 

9. 105 

7. 284 

1.95 

1. 56 

87 

93 

9. 348 

7.478 

1.95 

1. 66 

93 

9.600 

7.680 

1.95 

1. 56 

Appendix  E 


Prescribed  uniform  maximum  prices 


(a)  Rules  for  establishing  maximum  prices  under 
.Annendix  E 

fl)  The  prescribed  uniform  maximum  price  pro- 
vided  in  this  Appendix  is  applicable  only  to  items 
of  domestic  whiskey  (not  including  items  containing 
malt  whiskey) . All  other  classifications  of  dom^Uc 
distilled  spirits  (including  malt  whiskey)  p^st  De 
priced  under  other  applicable  provisions  of  Article 

III. 

(2)  All  items  of  domestic  whiskey  of  a brand  name 
not  sold  or  offered  for  sale  by  the  processor  during 
March  1942  must  be  priced  under  this  Appendix. 
Any  item  of  domestic  whiskey,  whether  or  not  wid 
or  offered  for  sale  by  the  processor  during  March  1942 
may  be  priced  under  this  Appendix.  However, 
after  once  making  a sale  of  an  item  of  domesUc 
w’hiskey  at  a prescribed  uniform  maximum  price 
provided  in  this  Appendix,  maximum  pnees  for  all 
sales  thereafter  of  any  item  of  domestic  whiskey 
bearing  the  same  brand  name,  under  any  formula 
or  in  any  container  size,  must  be  established  under 
this  Appendix. 

(3)  Any  cnange  whatsoever  in  the  brand 

of  an  item  of  domestic  whiskey  sold  or  offered  for 
sale  by  the  processor  during  March  1942  shall  be 
deemed  to  be  a new  brand  name,  and  the  item  so 
changed  must  be  priced  under  this  Appendix. 

(4)  Prescribed  uniform  maximum  prices  are  appli- 
cable only  to  the  particular  classes  of  customers 
specified  in  this  Appendix.  For  all  other  classes  of 
customers  a special  maximum  price  by  authorization 
must  be  established  under  Appendix  F . 

(5)  In  computing  prices  under  the  methods  pro- 
vided in  this  Appendix,  the  age  of  the  whiskey  m the 
formula  shall  be  the  age  shown  on  the  labels,  and  for 
blends,  where  the  respective  ages  are  not  sep^ately 
stated  on  the  labels,  the  age  of  the  younge^  whiskey 
in  the  blend  as  stated  on  the  labels.  Bottled  m 
bond"  domestic  whiskey  shall  be  deemed  to  he 
four  years  of  ag<j  where  no  age  statement  appears  on 
the  labels. 


Examples 

During  March  1942  the  processor  sold  **XYZ" 
brand  of  Cherry  Cordial.  During  May  1942  he 
introduced  “XYZ  Special"  brand  of  Cherry  Cordial. 
He  cannot  establish  a prescribed  uniform  maximum 
price  for  either  item  because  that  price  is  applicable 
only  to  items  of  domestic  whiskey. 

During  March  1942  the  processor  sold  "WXY" 
brand  of  domestic  whiskey,  4 yrs.  old,  100°  in 
quarts.  During  October  1942  he  introduced  W X 
brand  of  domestic  whiskey,  4 years  old,  100°  Proof, 
in  quarts.  The  processor  must  establish  a prescribed 
uniform  maximum  price  for  “WX"  brand,  and  for 
any  other  item  of  domestic  whiskey  bearmg  that 
brand  name.  If  he  so  desires,  the  processor  may 
establish  a prescribed  uniform  maximum  price  for 
“WXY"  brand,  and  after  making  a sale  at  such  price 
he  must  establish  a prescribed  uniform  maximum 
price  for  all  items  of  domestic  whiskey  under  the 
brand  name  “\VXY“. 

See  section  3.3  (b)  for  explanation  of  what  consti- 
tutes a change  of  brand  name. 


Prescribed  uniform  maximum  prices  are  provided 
for  sales  to  wholesalers,  monopoly  states,  primary 
distributing  agents,  retailers  and  consumers. 


“XY“  brand  of  domestic  whiskey  is  composed  of 
whiskeys  of  the  following  ages  in  the  followmg 
percentages: 

50%  whiskey  4 years  old. 

25%  whiskey  5 years  old. 

25%  whiskey  6 years  old. 

The  back  and  front  label  carry  only  the  statement 
“the  whiskeys  in  this  product  are  4 yms  or  more 
old".  For  the  purposes  of  this  App^dix,  the  blend 
must  be  priced  as  though  it  contains  only  4 year 
old  whiskey. 


92068 — 44 — pt.  2 
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Prescribed  uniform  maximum  pnces— Continued 


(a)  RuUi  for  establishing  maximum  price  under 
Appendix  E. 

(b)  Procedures  for  establishing  prescribed  uniform 
maximum  prices. 

The  processor’s  maximum  price  per  case,  for  sales 
of  an  item  of  packaged  domestic  whiskey  to  customers 
of  the  classes  specified  below,  shall  be  the  prescribed 
uniform  maximum  price  determined  as  follows: 

(I)  Processors*  sales  to  wholesalers  and  monopoly 
states. 

(i)  Formulae  composed  entirely  of  whiskey  of  one 
age. 


(o)  Ascertain  from  Table  II  the  applicable  maxi- 
mum price  per  case  of  quarts  or  fifths,  respectively, 
in  accordance  with  the  age  of  the  whiskey  in  the 
formula,  at  80®  proof. 

Note:  Table  II  prices  are  shown  only  at  80® 
proof  in  quarts  and  fifths.  They  are  completed 
prices  for  items  at  80®  proof  in  quarts  and  fifths, 
except  for  applicable  state  and  local  taxes  for  which 
see  ((f)  below. 

(6)  Where  the  proof  of  the  item  to  be  priced  is 
greater  than  80°,  ascertain  from  Table  II  the  appli- 
cable proof  adjustment  figure  in  accordance  with  the 
age  of  the  whiskey  in  the  formula  and  the  container 
size,  and  multiply  such  proof  adjustment  figure  by 
a figure  equal  to  the  difference  between  80  and  the 
number  of  degrees  of  proof  of  the  item  to  be  priced. 
Add  the  resulting  figure  to  the  amount  determined 
in  (a). 

(c)  Where  the  container  sizes  to  be  priced  are 
either  pints  or  half-pints,  add  to  the  resulting  figure 
in  (b)  per  case  of  quarts  $.fi0  if  pints  are  to  be  priced, 
and  $1.35  if  half-pints. 

((f)  Where  state  or  local  excise  taxes  apply,  add  to 
the  figure  obtained  in  (a),  (6)  or  (c),  as  the  case  may 
be,  the  applicable  amount  of  any  state  or  local  excise 
tax  in  effect  on  November  2,  1942;  Provided,  That 
the  amount  of  such  tax  imposed  is  actually  paid  or 
has  accrued  and  become  payable  by  the  processor  to 
the  proper  taxing  authority  or  to  any  prior  vendor; 
Ana  provided  further f That  the  amount  of  such  tax 
once  so  added  shall  not  again  be  added  to  the  max- 
imum prices  established  imder  subparagraphs  (2), 
(3)  and  (4)  of  this  paragraph  (b). 

The  resulting  figure  in  (a),  (b),  (c)  or  ((f)»  as  the 
case  may  be,  is  the  processor’s  prescribed  uniform 
maximum  price  f.  o.  b.  bottling  plant,  for  sales  to 
wholesalers  and  monopoly  states  of  an  item  of  pack- 
aged domestic  whiskey  where  the  formula  of  the  item 
is  composed  entirely  of  whiskey  of  one  age.  * 

Note:  The  maximum  prices  so  figured  include 
applicable  federal  excise  taxes  through  November  2, 
1942. 

(ii)  Formulae  composed  entirely  of  whiskey  of  more 
than  one  age. 


(а)  Ascertain  the  weighted  average  age  of  the  whis- 
key in  the  formula  by  multiplying  the  percentage  of 
each  age  of  whiskey  in  the  formula  by  the  age  (in 
months)  of  such  whiskey,  and  determine  the  total  of 
such  computations. 

The  resulting  figure  is  the  weighted  average  age  of 
the  whiskey  in  the  formula. 

Note:  Where  the  label  of  the  item  contains  no 
age  specification  other  than  a statement  of  the 
youngest  age  in  the  blend  compute  whiskey  cost  in 
(6)  on  the  basis  of  the  youngest  age  as  stated  on  the 
label.  In  such  case,  weighted  average  age  must  not 
be  computed. 

(б)  Ascertain  from  Table  II  the  applicable  maxi- 
mum price  per  case  of  quarts  or  fifths,  respectively, 
in  accorclance  with  the  weighted  average  age  of  the 
whi^ey  in  the  formula,  at  80°  proof. 


Examples 


After  March  31,  1942  the  processor  sells  a formula 
under  a brand  name  which  he  has  not  sold  or  offered 
for  sale  during  March  1942.  He  must  now  establish 
a prescribed  uniform  maximum  price  for  the  item  in 
each  container  size  he  desires  to  sell,  and  for  each 
class  of  customers.  The  item  to  be  priced  is  a 
formula  composed  of  straight  whiskey,  60  months 
old,  86°  pr<x>f,  in  quarts,  pints,  and  naif-pints  iar 
sales  to  wholesalers  and  monopoly  states. 

60  months  aged  whiskey,  quarts,  80°  proof, 

Table  II $23.91 


Proof  adjustment  figure,  quarts,  Table  II $.  28 

Multiply  by  difference  between  80  and  86.  X6 


1.68 

Resulting  figure  in  (a) $23.91 

Add  amount  of  proof  adjustment +1. 68 

Quart  price.  86°  proof $2.5. 69 

Pints $25. 59+0. 60==  $26. 19 

Half-pints 25.69+1.36*  26.94 


State  tax 


Quarts  Pints  Half-pints 
$25.59  $26.19  $26.94 
0.00  0.00  0.00 


$25.59  $26.19  $26.94 


The  processor  is  pricing  a formula  which  as  stated 
on  the  labels  is  ( omiwsed  of  10%  whiskey,  84  months 
old,  10%  whiskey  60  months  old,  40%  whiskey  36 
months  old.  and  40%  whiskey  24  months  old,  98® 
proof,  in  fifths. 

10%X84«  8.4 
10%X60=  6.0 
40%X36=114 
40%X24»  9.6 

38.4 

Weighted  average  age  38.4  months. 


s 


38.4  months  aged  whiskey,  80°  proof,  fifths, 

Table  II $17.9 
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(a)  Rules  for  establishing  maximum  prices  ]unde 

W^ere*  the  proof  of  the  item  to  be  priced  is 
greater  than  80®,  ascertain  from  Table  II  the  appli- 
cable proof  adjustment  figure  m accordance  with  the 
weighted  average  or  youngest  age  of  the  whiskey  m 
the  formula  and  the  container  sue,  and  multiply 
such  proof  adjustment  figure  by  a fi^re  equal  to  the 
difference  between  80  and  the  numto  of  degre^  of 
proof  of  the  formula  to  be  priced.  A(ld  the  resultmg 
figure  to  the  amount  determined  m (6). 

(d)  Where  the  container  sizes  to  be  pne^  are  either 
pints  or  half-pints,  add  to  the  resulting  figt^  m (c) 
case  of  quarts  $.60  if  pints  are  to  be  priced,  and 

Hv^re^^^deral  rectification  or  state  or  ^(^1 
taxes  apply,  add  to  the  figure  obtamed  in  (W»  W. 
or  ((f),  as  the  case  may  be,  the  appheaWe  amo^t  of 
federal  rectification  tax  in  effect  on 
1942,  and  the  applicable  mount 
excise  tax  in  effect  on  November  2,  1942.  ^ojnded. 
That  the  amount  of  such  taxes  imposed  are  actu^y 
paid  or  have  accrued  and  become  payable  by  the 
nrocessor  to  the  proper  taxing  authority  or  to  any 
prior  vendor;  and  provided  /tirtAer,  that 
of  such  taxes  once  so  added  sMl  not  again  be  ^ded 
to  the  maximum  prices  established  und^  subpara- 
CTanhs  (2).  (3)  and  (4)  of  this  paragraph  (h). 

^The  resulting  figure,  (6),  (c).  (d)  or 
may  be,  is  the  processor’s  prescribed 
mum  price  f.  o.  b.  bottling  plant  for  sales  to  whol^ 
salers  and  monopoly  states  of  an 
domestic  whiskey  where  the  fomula  the  item  is 
composed  entirely  of  whiskey  of  mor®  than 
Note:  The  maximum  prices  so  fig^d  include 
applicable  federal  excise  taxes  through  November 

(Ui)  Formulae  composed  of  both  whiskey  and  neutral 

spirUs. 


Examples 

Proof  adjustment  figure WcT'-'I'm'" 

Multiply  by  difference  between  80  and  93...  Xio 

2.67 

Resulting  figure  in  (W---- ilo' a? 

Add  amount  for  proof  adjustment ■j-x.Ui 

Fifth  price,  93°  proof *20,  69 


Fifths - *20.  M 

Rectification  tax ^ 

State  tax - 

$21. 26 


(a)  Ascertain  the  weighted  average  age  of  £»e 
whiskey  in  the  formula  by  multiplying  the  per- 
wntage  of  each  age  of  whiskey  in  the  by  the 

age  (in  months)  of  such  whiskey;  determme  tbe  tot^ 

^ the  figures  so  obtained;  and  divide  that  total  by 
the  total  percentage  of  whiskey  in  the  formula. 

The  reciting  figure  is  the  weighted  average  age 
of  the  whiskey  in  the  formula.  * • o «« 

Note:  Where  the  label  of  the  item  contain  no 
age  specification  other  than  a statement  of  the 
voun^t  age  in  the  blend,  compute  cost  m (6)  on 
the  basis  of  the  youngest  age  as  stated  on  1®^'- 
In  such  case,  weighted  average  age  must  not  be 

‘*(6?  Alrartain  from  Table  III  the  applicable 
mum  price  per  case  of  quarts  at  80  proof,  f^m 
Table  IV  the  applicable 

fifths  at  80°  proof,  in  accord^ce  with  the  weigh^ 
average  or  youngest  of  the  whiskey  and  the  per- 
centage of  neutr^  spirits  m the  formula.  ^ 

Where  the  proof  of  the  items  to  be  priced  is 
gr^er  than  80°,  ascertain  from  Table  III  quar^) 
S from  Table  IV  (for  fifths)  the  applicable,  proof 
adiustment  figure  In  accordance  with  the  weighted 
averse  or  youngest  age  of  the  whiskey  and  the  per- 
cent^e  of  neutral  spirits  in  the  f(jirmula,  and  inulti- 
ply  such  proof  adjustment  figure  by  a ^sure  ^u^  to 
the  difference  between  80  and  the 
of  proof  of  the  item  to  be  priced.  Add  the  resulting 
fieure  to  the  amount  determined  m (o). 

(d)*  Where  the  container  sizes  to 
either  Pints  or  half-pints,  add  to  the  resulting  figure, 
in  (c)  per  case  of  quarts  $.60  if  pints  are  to  be  priced, 

'where  tuteCioc^  excise  taxes  apply,  add  to 
the  resulting  figure  in  (6),  ((^)  or  ((f),  as  the  ca^  ma, 

bl  the  applicable  amount  Ttot 

tftv  in  effect  on  November  2,  1942,  irortaea,  i u»v 

the  amount  of  such  tax 

has  accrued  and  become  PayaWe  by 

to  the  proper  taxing  authont>,  or  to  any  PJ*or 

vendor  S prwidrd /urffier.  that  the  amomt  of 

Iu?h  tic  race  so  added  shall  not  agam  be  added  to 
the  maximumi  prices  established 
graphs  (2),  (3)  and.  (4)  of  this  paragraph  (b). 


Prescribed  uniform  maximum  pric«  for  sales  of 
above  item  to  wholesalers  and  monopoly  states; 

Fifths - $21.26 


The  processor  is  pricing  a formula  which  as  stated, 
4on  the  labels  is  compo^  of  25%  straight  whiskey 
a8  months  old,  10%  straight  whiskey,  60  months  old, 
and  65%  neutral  spirits,  95°  proof,  m quarts,  pmts, 
nd  half-pints. 

25%X48*=12.0 
10%XG0=  6.0 


Total--  18.0 
184-35%*=51.4  months 


Weighted  average  age  whiskey  51.4  months. 


61.4  months  aged  whiskey,  at  80°  proof,  65% 
neutral  spirits,  quarts.  Table  III,  $23.22. 


Proof  adiustment  figure,  quarts,  Table  HI.  *0.^15 
Multiply  by  difleience  between  80  and  95—  Xio 

4.0725 

Resulting  figure  in  (6)--- - 

Add,  amount  for  proof  adjustment 

Quart  price,  95°  proof — 27. 29 

aS^ptots'::;:: $27.29+i.35*$2s.64 


State  tax. 


Quarts  Pints  Half-pints 
$27.29  $27.89  $28.64 

0.00  0.00  0.00 

$27.29  $27.89  $28.64 
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Prescribed  uniform  maximum  prices — Continued 


(a)  Rules  for  establishim  maximum  prices  under 
A^endix  E. 

The  resulting  figure  is  the  processor’s  prescribed 
uniform  maximum  price  f.  o.  b.  bottling  plant  for 
sales  to  wholesalers  and  monopoly  states  of  an  item  of 
packaged  domestic  whiskey  where  the  formula  of 
the  item  is  composed  of  both  whiskey  and  neutral 
spirits. 

Note:  The  maximum  prices  so  figured  include 
applicable  federal  rectification  and  excise  taxes 
through  November  2, 1942. 

(2)  Processors’  sales  to  primary  distributing  agents. 
The  processor’s  prescribed  uniform  maximum  price 
per  case,  f.  o.  b.  bottling  plant,  for  sales  to  primary 
distributing  ^ents  shall  be  the  processor’s  prescribed 
uniform  maximum  price  per  case  f.  o.  b.  bottling 
plant,  for  sales  of  the  item  to  wholesalers  and  monop* 
oly  states  (determined  as  provided  in  subparagraph 
(1)  above),  subject  to  any  discount,  allowance  or 
price  different!^  agreed  uiwn  by  the  particular 
processor  and  primary  distributing  agent. 

(3)  Processors*  sales  to  retailers. 

(i)  Sales  of  items  skipped  directly  to  the  retailer's 
premises  from  the  bottling  plant.  The  processor’s 
prescribed  uniform  maximum  price  per  case  for  sales 
of  an  item  shipped  directly  to  the  retailer’s  premises 
from  the  bottling  plant  shall  be  figured  by  the  proc- 
essor as  follows: 

(а)  Determine  the  prescribed  uniform  maximum 
price  per  case  f.  o.  b.  bottling  plant,  in  accordance 
with  subparagraph  (1)  above,  for  his  sales  of  the  item 
to  wholesalers  and  monopoly  states. 

(б)  Add  to  the  figure  so  obtained  the  applicable 
amount  of  any  state  or  local  excise  tax  at  rates  in 
effect  on  November  2,  1942:  Provided,  That  the 
amount  of  such  tax  is  actually  paid  by  the  processor. 

(c)  Multiply  the  resulting  figure  in  (b)  by  the  per- 
centage markup  provided  in  section  5,4  (b)  (1)  (i)  of 
Article  V for  sales  of  packaged  distilled  spirits  by 
wholesalers  to  retailers. 

(d)  Add  to  the  resulting  figure  in  (c)  the  actual 
amount  of  transportation  charges  paid  by  the  proc- 
essor if  such  charges  are  prepaid  by  him. 


The  resulting  figure  in  (c)  or  (d),  as  the  case  may 
be,  is  the  processor’s  prescribed  uniform  maximum 
price  per  case  for  sales  of  an  item  shipped  directly  to 
the  retailer’s  premises  from  the  bottling  plant. 

(ii)  Sales  of  items  skipped  to  the  retailer's  premises 
from  the  processor’s  zone  warehouse.  The  processor's 
prescribed  uniform  maximum  price  for  sales  of  an 
Item  shipped  to  the  retailer’s  premises  from  the  proc- 
essor’s zone  warehouse  shall  be  figured  by  the 
processor  as  follows: 

(o)  Determine  the  prescribed  uniform  maximum 
price  per  case  f.  o.  b.  bottling  plant,  in  accordance 
with  subparagraph  (1)  above,  for  his  sales  of  the  item 
to  wholesalers  and  monopoly  states. 

(b)  Add  to  the  figure  so  obtained  the  actual  amount 
of  transportation  charges  paid  by  the  processor  for 
shipment  from  the  bottling  plant  to  his  zone  ware- 
house. No  amount  shall  be  included  for  local 
hauling,  loading,  unloading,  drayage  or  other  handling. 

(c)  Add  to  the  resulting  figure  in  (6)  the  appli- 
cable amount  of  any  state  or  local  excise  tax  at  rates 
in  effect  on  November  2,  1942:  Provided,  There  the 
amount  of  such  tax  is  actuallj’  paid  by  the  process  or. 

(d)  Multiply  the  resulting  figure  in  (c)  by  the 
percentage  markup  provided  in  section  5.4  (b)  (1) 
(i)  of  Article  V for  sales  of  packaged  distilled  spirits 
by  wholesalers  to  retailers. 

The  resulting  figure  in  (d)  is  the  processor’s  pre- 
scribed uniform  maxjmum  price  per  case,  delivered 
to  the  retailer’s  premises,  for  his  sales  of  an  item  to 
a retailer  located  within  the  metropolitan  area  of 
the  processor’s  zone  warehouse,  and  it  is  also  the 
proceswsor’s  prescribed  uniform  maximum  price  per 
case.  f.  o.  b.  zone  warehouse,  for  sales  of  an  item  to  a 
retailer  located  outside  of  the  metropolitan  area  of 
such  warehouse. 


Examples 


The  processor’s  maximum  price  for  the  item  in  the 
example  above,  shipped  directly  to  a retailer  in 
Phoenix.  Arizona  from  Louisville,  Kentucky,  where 
the  item  is  bottled,  is  as  foUows: 


Price  to  wholesalers,  f,  o.  b.  bottling  plant, 
Louisville,  Kentucky,  quarts $27.29 


Arizona  state  taxes  are  prepaid  by  the  retailer  and 
he  furnishes  tax  stamps  to  the  processor.  There- 
fore, no  addition  can  be  made  for  state  or  local  excise 
taxes. 

Resulting  figure  in  (6) $27. 29 

Applicable  markup XL  16 


31.3835 

Freight  charges  are  prepaid  by  the  processor. 

Resulting  figure  in  (c) $31.3835 

Freight  to  Phoenix,  Ariz -f.  6215 


31.9050 

Prescribed  uniform  maximum  price  delivered 
to  retailer’s  premises  in  Phoenix,  Arizona.  $31. 01 


The  processor’s  maximum  price  for  the  item  in 
the  example  above,  delivered  to  retailers  in  the 
Chicago  metropolitan  area  from  the  processor’s  zone 
warehouse  in  (Chicago,  Illinois,  is  as  foUows: 


Price  to  wholesalers,  f.  o.  b.  bottling  plant, 


Louisville,  Kentucky,  quarts $27. 29 

Freight  (Louisville  to  Chicago  zone  ware- 
house)  -f.40 

Illinois  tax  paid  by  processor H-1. 60 

29. 19 

Resulting  figure  in  (c) 29.19 

Applicable  markup XL  15 

$33. 57 


The  prescribed  uniform  maximum  price  for  the  item 
delivered  to  retailers  in  the  Chicago  metropolitan 
area  from  the  pro<«ssor’s  zone  warehouse  in  Chicago, 
Illinois  is  $33.57  per  case.  For  sales  to  retailers  out- 
side of  the  Chicago  metropolitan  area,  the  processor’s 
prescribed  uniform  maximum  price,  f.  o.  b.  processor’s 
zone  warehouse  in  Chicago,  Illinois,  is  likewise 
$33.57  per  case. 
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Prescribed  uniform  maximum  prices — Continued 


fa)  Rules  far  establishing  maximum  prices  under 
Appendix  E. 

(4)  Processor’s  sales  to  consumers.  The  processor  s 
prescribed  uniform  maximum  price  provided  in  sub- 
paragraph  (1)  for  sales  of  the  item  to  wholesalers 
and  monopoly  states  plus  the  additions  provided 
in  Section  5.3  (b)  (2)  and  (3)  (i)  of  Article  V,  and  the 
total  thereof  multiplied  by  the  i>ercentage  markup 
provid^  in  Section  5.5  (b)  (IV  (i)  of  Article  V for 
sales  of  packaged  domestic  distilled  spirits  by  re- 
tailers to  consumers,  shall  be  the  processors,  pre- 
scribed uniform  maximum  price  for  s^es  of  the  item 
to  consumers. 


Examples 


The  processor’s  maximum  price  for  sales  of  the 
above  item  to  consumers  from  his  retail  store  in  Chi- 
cago, Illinois,  is  as  follows:  , ,,, 

Price  to  wholesalers,  f.  o.  b.  Louisvu.c, 

quarts — 

Freight  to  his  retail  store — 

Illinois  tax - !•  ^ 


Applicable  markup. 


29. 19 
XL  333 


Price  per  case,  quarts — - 38. 91 

Price  per  individual  container  (quart): 

$38. 914*12=$3.24. 


(c)  Reports  required  to  be  filed.  On  or  before  the  date  of  making  the  first  sale 
of  an  item  at  a prescribed  uniform  maximum  price  established  under  this  j^pendix, 
the  processor  shall,  by  letter  to  the  Office  of  Price  Administration, 

Section,  AVashington,  D.  C.,  report  the  maximum  price  so  established,  ihe 
letter-report  shall  contain  the  following: 

(1)  The  name  and  address  of  the  processor  filling  the  report.  * . , ttt  # 

(2)  A statement  that  the  report  is  filed  under  Appendix  E to  Article  111  oi 

MPR  445. 

(3)  The  brand  name,  container  size  and  formula  of  the  item  which  is  the  sub- 
ject of  the  report.  (Attach  front  and  back  labels  to  letter-report).  ... 

(4)  The  prescribed  uniform  maximum  price  for  the  item  which  is  the  subj^t 
of  the  report,  and  a statement  showing  the  steps  (similar  to  those  illustrated  by 
the  examples)  made  by  the  processor  to  figure  such  price,  in  accordance  with 

procedures  provided  in  this  Appendix.  i u xv 

(5)  A list  of  all  items  of  the  same  brand  name  sold  or  offered  for  sale  by  the 

processor  during  March  1942,  if  any. 

Neither  acceptance  nor  failure  to  act  upon  a letter-report  filed  under  this  p^- 
agraph  shall  constitute  approval  by  the  Office  of  Price  Administration  of  the 
maximum  prices  so  reported. 

Table  II.— Processors’  Maximum  Prices  for  Formulae  Composed  Entirely  or  Whiskey 


2.4  gallon  case  of  fifths 


"Weighted  average  age 
in  months 

3 gaUon  case  of  quarts 

More 

than— 

Not  more 
than— 

Maximum 
price  at 
80®  proof 

Adjustment 
per  degree 
of  proof 

9 

$19.70 

$0. 228 

9 

15 

20. 14 

0.233 

15 

21 

20.61 

0. 239 

21 

27 

21.07 

0.245 

27 

33 

21.56 

0.251 

33 

39 

22.03 

0. 257 

/ 39 

45 

22.50 

0.263 

45 

51 

22.99 

0.269 

61 

57 

23.47 

0. 275 

67 

63 

23.91 

0.280 

63 

69 

24.33 

0.285 

69 

75 

24.78 

0.291 

75 

81 

25.25 

0. 297 

81 

87 

25.76 

0.303 

87 

93 

25.98 

0. 306 

93 

26. 21 

0. 309 

80'*  proof  of  proof 


$16.06 
16.41 
16.79 
17. 16 
17.55 
17. 92 
18.30 
18.69 

19.08 
19.43 
19. 76 
20. 12 
20.50 
20.91 

21.08 
21.27 


$0. 182 
0. 186 
0. 191 
0. 196 
0.201 
0. 205 
0.210 
0.215 
0. 220 
0.  224 
0.228 
0.233 
0.238 
0.243 
0. 245 
0.247 


NOTE. — Tne  prices  m inis  laoie  mciuues  r euerai  tjAciac  toAca 
prices  do  not  include  either  the  Federal  rectification  tax  or  any  State  of  local  taxes. 


Table  III.— Processors’  Maximum  Prices  for  Formulae  Composed  of  Both  Whiskey  and  Neutral  Spirits,  Qttarts  Only 
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87.5 

92.5 

21.76 
0. 2533 
21.80 
0. 2538 
21.85 
0. 2544 
21. 90 
0.  2550 
21. 95 
0. 2556 
22.00 
0.  2562 
22.04 
0. 2567 
22.09 
0. 2574 
22. 14 
0. 2580 
22. 19 
0. 2586 
22.23 
0.  2591 
22.28 
0. 2598 
22. 32 
0.2603 
22. 38 
0.2610 
22. 40 
0. 2613 
22,42 
0. 2615 

82.5 

87.5 

21.78 

0.  2535 

21.  85 
0. 2544 

21.92 
0. 2553 
21.99 
0. 2661 
22.07 
0.  2571 
22. 14 
0. 2580 
22. 21 
0.  2589 
22.29 
0.  2599 
22. 36 
0.2608 
22.43 
0. 2616 

22.  49 
0.  2624 

22.56 
0.2633 
22.63 
0.2641 
22.71 
0.  2651 
22.  74 
0. 2655 

22. 78 
0.2660 

77.6 

82.5 

21.81 
0. 2539 
21. 90 
0. 2550 
21.99 
0.  2561 

22.09 
0. 2574 

22. 18 
0.  2685 
22.28 
0.  2598 
22.38 
0. 2610 
22. 48 
0. 2623 
22.58 
0. 2635 
22.66 
0. 2645 
22. 75 
0.2656 
22. 84 
0.  2668 
22. 94 
0. 2680 
23.04 
0.2693 

23.09 
0.2699 

23. 13 
0. 2704 

72.5 

77.5 

21.83 
0.  2541 
21. 94 
0.  2555 
22. 06 
0.  2570 
22. 18 
0.  2585 
22.30 
0.  2600 

22. 42 
0. 2615 

22.  54 
0.2630 
22. 67 
0. 2646 
22. 79 
0. 2661 
22. 90 
0. 2675 
23.01 
0. 2689 
23. 12 
0. 2703 
23. 25 
0.  2719 
23. 37 
0. 2734 

23.43 
0. 2741 

23.49 
0. 2749 

67.5 

72.5 

21.85 
0.  2544 

21.99 
0.  2561 

22. 13 
0.  2579 

22.27 
0.  2596 

22.  42 
0.  2615 

22.  57 
0. 2634 

22. 71 
0.  2651 

22. 86 
0.2670 

23. 01 
0.2689 

23. 14 
0. 2705 

23.27 
0. 2721 

23. 41 
0. 2739 

23.  55 

0.  2756 

23. 71 
0. 2776 

23. 77 
0. 2784 

23. 85 
0. 2794 

62.5 

67.5 

21. 88 
0.  2548 

22.03 
0.  2566 

22.  20 
0.  2588 

22. 37 
0.  2609 

22.54 
0.  2630 
22.  71 
0. 2651 
22.88 
0. 2673 
23. 05 
0.  2694 
23. 22 
0.2716 

23. 38 
0. 2735 

23.53 
0. 2754 
23.69 
0.  2774 
23. 86 
0. 2795 

24. 04 
0. 2818 

24. 12 
0. 2828 
24.  20 
0. 2838 

57.6 

62.6 

21.90 
0. 2550 
22. 08 
0.  2573 
22.27 
0.  2596 

22. 46 
0.  2620 

22.66 
0.  2645 
22.  85 
0. 2669 
23. 04 
0. 2693 
23.24 
0. 2718 
23. 44 
0. 2743 
23. 62 
0.2765 
23. 79 
0. 2786 
23. 97 
0.2809 
24. 17 
0. 2834 
24. 37 
0. 2859 

24.46 
0. 2870 

24.56 

0.2883 

© © 
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21. 93 
0. 2554 
22. 13 
0. 2579 
22. 34 
0.  2605 
22.  56 
0.2633 
22,78 
0. 2660 
23. 00 
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23.63 
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Appendix  F 

Special  maximum  prices  hy  authorization 

(a)  Who  is  permitted  or  required  to  file  an  application  for  authority  to  establish 
special  maximum  prices  hy  authorization. 

(1)  Processors  of  items  of  packaged  domestic  distilled  spirits  for  which  no 
other  pricing  method  is  provided  in  this  Article,  or  processors  who  for  any  reason 
are  unable  to  establish  a maximum  price  under  the  other  Appendices  to  this  Ar- 
ticle. 

(2)  Processors  who  have  established  maximum  prices  under  Appendices  A 
through  F inclusive,  for  sales  of  an  item  to  particular  classes  of  customers  but 
who  now  desire  to  sell  the  item  to  another  class  of  customers  for  which  they  can- 
not establish  a maximum  price  under  the  applicable  Appendix. 

(b)  Prohibited  sales.  Except  as  provided  in  paragraph  (c)  of  this  section: 

(1)  A processor  making  application  for  authority  to  establish  a special  maxf- 
mum  price  hy  authorization  for  sales  of  an  item  of  packaged  domestic  distilled 
spirits  shall  not,  prior  to  the  date  on  which  that  authority  is  granted,  sell,  offer 
to  sell,  or  deliver  the  item  that  is  the  subject  of  the  application;  and 

(2)  A seller  required  to  make  application  for  authority  to  establish  a maxi- 
mum price  for  a particular  sale  shall  not  make,  or  agree  to  make  that  sale  until 
after  the  application  is  filed  and  authority  granted. 

(c)  Adjustable  pricing  while  an  application  under  this  section  is  pending  before 
the  Office  of  Price  Administration. 

(1)  If  permitted  by  the  Office  of  Price  Administration,  but  not  otherwise,  a 
person  making  application  under  this  Appendix  may,  after  the  application  is 
filed  and  while  it  is  pending,  sell,  offer  to  sell  and  deliver  the  item  that  is  the 
subject  of  the  application  if  the  sale,  offer  to  sell,  or  delivery  is  made  under  an 
agreement  with  the  customer  to  adjust  the  price  charged  to  an  amount  not  in 
excess  of  the  maximum  price  therefor  later  established  under  this  section.  Such 
permission  may  be  granted  only  if  necessary  to  promote  distribution  or  produc- 
tion and  if  it  will  not  interfere  with  the  purposes  of  the  Emergency  Price  Control 
Act  of  1942,  as  amended.  The  permission  may  be  granted  by  letter  addressed 
to  the  applicant,  signed  by  the  Price  Administrator  or  by  any  official  of  the  Office 
of  Price  Administration  to  whom  authority  to  grant  such  permission  has  been 
delegated. 

(2)  Permission  to  use  adjustable  pricing  granted  under  this  paragraph  may 
be  revoked  at  any  time  in  the  manner  in  which  it  was  granted.  It  shall  be  deemed 
revoked  on  the  day  on  which  authority  to  establish  a maximum  price  is  granted, 
or  such  maximum  price  is  otherwise  established  pursuant  to  this  section:  Pro- 
vided^ That  with  respect  to  any  sale  which  the  applicant  is  required  to  make  at 
a price  posted  or  listed  with  a state  or  other  public  authority,  he  may  continue 
so  to  sell,  offer  to  sell  or  deliver  the  item  until  the  effective  date  for  prices  thus 
posted  or  listed  at  the  first  opportunity  after  the  4th  day  (including  Sundays 
and  holidays)  after  the  authority  applied  for  is  granted,  or  an  applicable  maxi- 
mum price  is  otherwise  established  pursuant  to  this  section. 

(3)  Where  permission  to  use  adjustable  pricing  under  this  Appendix  has  been 
granted,  and  a special  maximum  price  hy  authorization  is  thereafter  established 
in  an  amount  less  than  that  charged,  the  processor  shall  immediately  refund  to 
his  purchasers  all  amounts  received  in  excess  of  the  special  maximum  price  by 
authorization  so  established. 

(d)  Contents  of  application. 

The  application  shall  be  by  letter,  signed  by  the  processor  or  his  authorized 
agent,  and  sent  in  duplicate  to  the  Office  of  Price  Administration,  Beverage 
Section,  Washington,  D.  C.,  by  registered  mail,  return  receipt  requested.  It 
shall  contain  the  following: 

(1)  The  processor’s  name  and  address,  and  the  name  and  address  of  the  person 
signing  the  application. 

(2)  A statement  that  the  application  is  filed  under  Appendix  F of  Article  III 
of  Maximum  Price  Regulation  No.  445. 


I 


LIQUOR  INDUSTRY  481 

(3)  A statement  in  detail  of  the  reasons  for  his  inability  to  establish  a maxi- 
mum price  under  other  provisions  of  this  Article  „r,niinn.tinn 

(4')  A description  in  detail  of  the  item  which  is  the  subject  of  the 
Copies  of  the  approved  front  label  and  the  back  label,  if  any,  must  be  attache 
to  the  applcatio’m  The  description  shall  supply  the  following  information  if  not 
disclosed  by  the  labels  attached  to  the  application. 

(i)  Brand  name 

(ii)  Formula. 

(iii)  Container  size  or  sizes. 

(iv)  Classification  or  subclassification  of  identity. 

(\)  The  name  and  address  of  the  bottler.  . , ^ 

(5)  An  itemized  statement  of  the  processor  s actual  costs  (not  in  excess  of  ap- 

. plicable  OPA  maximum  prices)  for  the  item  prepared  from  regularly  kept  accounts, 

all  taxes  to  be  separately  itemized.  . ^nnlainer  size  f o b 

(6)  Applicants’  proposed  maximum  prices  for  each  container  • 

botlling^plant,  stating  the  address  of  the  bottling  plant,  the  particular  clfcse.  o 
mistomere  to  which  the  proposed  maximum  prices  are  applicable,  and  the  dis- 
counts and  allowances  applicable. 

(7)  In  anv  case  where  the  apjdication  is  made  for  sales  of  an  item  to  a new 

class  of  ci^"Li^,  the  application  shall  also  contain  a statement  of  the  maximum 
prices  established  for  sales  to  other  classes  of  custoiners,  describing  the  par- 
ticular classes,  and  the  Appendix  under  which  such  maximum  prices  were  estab- 

cordials,  liqueurs  and  packaged  alcoholic  beverage  specialties,  the 
application  shall  also  include  a copy  of  the  approved  formula  on  Treasury  De- 
partment Form  27-B  Supplemental  or  a photostatic  copy  or  other  facsimile 
thereof  Ingredient  costs  as  required  under  (5)  above  may  be  grouped  to  «or- 
■ respond  with  the  approved  formula.  The  deteiled 

%)  Any  other  pertinent  information  which  the  processor  desires  to  submit. 

Ulien  and  how  authority  is  given  or  denied.  . , /.  i j- 

(1)  Approval  of  or  objection  to  application 
davs  and  holida>4)  after  receipt  of  the  application  under  this  Api^ndix  by  the 
Office  of  Price  Administration,  the  applicant  shall  not  receive  notice  by  letter 
from  the  Office  of  Price  Administration,  of  objection 

nosed  in  his  application,  he  shall  be  deemed  authorized  to  establisn  sucn 
maximum  pricesXr  sales  of  the  item  in  the  container  sizes  and  to  the  Particular 
of  customers  described  therein:  Provided,  That  if  within  the  60  day 
period  the  Office  of  Price  Administration  shall  by  letter  request  supplemental  in- 
formation wX  respect  to  any  matter  stated  in  or  omitted  from  the  applica- 
£ th  "t  pl)?ors?all  be  fig, ted  from  the  date  on  the 

elemental  information  is  received  in  writing  by  the  Office  of  Price 
tration  The  authority  so  granted  may  be  revoked  by  the  Price 
at  any’ time.  Upon  written  request  of  the  applicant  received  by  the  Office  of 

Price  Administration  within  30  days  (including  Sundays  and  pf f 

date  of  a notice  of  objection  given  under  this  paragraph,  the  Office  of  Price  Ad 
i ministration  will  issue  a formal  order  denying  authority  to  establish  the  maxi 

■“'(S  Administrator  may,  at  any  time 

by  order  or  bv  amendment  to  this  regulation  establish  maxiinum  prices  for 
sales  of  any  items  of  any  classification  of  domestic  distilled  spirits  to  one  or 
more  class  Is  of  Lstomers.  The  maximum  prices  established  by  any  such 
OTder  or  amendment  shall  supersede  aU  maximum  prices  preyiously  authorized 

with  price  posting  or  listing  requirements.  _ Fermission  to  use 
adiustable  pricing  and  authority  to  establish  maximum  prices  granted  by  the 
Price  Administrator  pursuant  to  application  under  this  section,  or  by  order  o 
bv  ameSS^^  shall  not  authorize  an  applicant  to  sell  or  offer 

fdr  sale  an  item  until  after  compliance  with  provisions  of  any  applicable  statute, 
ordinance  or  regulation  requiring  the  posting  or  listing  of  his  prices. 
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Appendix  G 


AdjusimerU  of  maximum  prices  for  substitution  of  certain  ingredients 


(a)  Procedure  for  adjttstment  of  maximum  prices. 
(1)  Substitution  of  imported  neutral  spirits,  neutral 
spirits  derived  from  domestic  processing  of  imported 
distilled  spirits,  or  imported  distilled  spirits  The 
processor  shall  add  to  the  maximum  prices  establish- 
ed under  Appendices  A through  F inclusive,  the 
actual  amount  of  the  direct  cost  of  importation  (as 
defined  in  (iv)  below),  in  n6  event  to  exceed  50  cents 
per  proof  gallon,  and  the  amount  of  import  duty 
applicable  to  the  quantity  of 
(i)  Imported  neutral  spirits  used  as  a substitute 
for  the  same  quantity  of  domestic  neutral  spirits 
thereby  displaced  in  the  item; 


(il)  Neutral  spirits,  derived  from  domestic  process- 
ing of  imported  distilled  spirits,  used  as  a substitute 
for  the  same  quantity  of  domestic  neutral  spirits 
thereby  displaced  in  the  item. 


(iii)  Imported  distilled  spirits  of  a particular  classi- 
fication and  subclassification  of  identity  under 
applicable  United  States  labeling  laws  and  regula- 
tions used  as  a substitute  for  the  same  quantity  of 
domestic  neutral  spirits  or  the  same  quantity  of 
domestic  distilled  spirits  of  the  same  classification 
and  subsclassification  of  identity  thereby  displaced 
in  the  item. 


Examples 


/ 


The  processor's  maximum  price  under  Appendix 
A,  for  sales  to  wholesalers,  for  an  item  of  domestic 
whiskey  composed  of  50%  whiskey  and  50%  domestic 
neutral  (grain)  spirits  is  $26.00  per  case  of  quarts. 
He  now  desires  to  substitute  neutral  cane  spirits  im- 
ported from  Cuba  for  the  domestic  neutral  (grain) 
spirits  in  the  item.  The  additions  for  direct  cost 
of  importation  and  customs  duty  applicable  for  use 
of  the  Cuban  neutral  spirits  must  be  figured  as  fol- 
lows: 


Total  contents  case  of  quarts. ..  3. 00  wine  gallons 

Multiply  by  percentage  of 
neutral  spirits X50% 


1. 5 wine  gallons 

Proof  of  item X.90 


Quantity  of  neutral  (grain) 
spirits  displaced 1. 35  proof  gallons 


The  processor's  ‘‘direct  cost  of  importation"  is  48 
cents  per  proof  gallon,  and  the  imjwrt  duty  appli- 
cable to  imports  from  Cuba  is  $2.00  per  proof  gallon. 
The  total  amount,  $2.48,  is  applicable  to  only  1.35 
proof  gallons  of  domestic  neutral  (grain)  spirits  dis- 
placed. Thus,  the  adjustment  is  $3.34  per  case  of 
quarts  (1.35X2,48*$3.34)  and  the  resulting  maxi- 
mum price  is  $29.34  per  case  of  quarts. 

The  processor’s  maximum  price  under  Appendix 
A,  for  sales  to  wholesalers,  for  an  item  of  domestic 
Anisette  cordial  made  entirely  of  neutral  grain  spirits 
(except  for  flavoring  ingredients)  is  $15.00  per  case 
of  fifths,  60°  pr(»of.  The  processor  imports  Mexican 
gin  and  processes  it  in  this  country  to  produce 
neutral  spirits.  His  "direct  cost  of  importation" 
for  the  Mexican  gin  is  45^  per  proof  gallon.  The 
import  duty  paid  is  $2.50  per  proof  gallon.  The  addi- 
tions provided  in  this  Appendix  must  be  figured  as 
follows: 

Total  contents  case  of  fifths 2. 4 wine  gallons 

Multiply  by  percentage  of 
neutral  spirits X100% 


2.4  wine  gallons 

Proof  of  item X.60 


Quantity  of  neutral  grain 

spirits  displaced 1. 44  proof  gallons 

The  total  of  "direct  cost  of  importation"  and  ap- 
plicable import  duty  is  $2.95  per  proof  gallon.  There- 
fore, the  adjustment  is  $4.25  per  case  of  fifths  (1.44X 
$2.95»$4.25),  and  the  resulting  maximum  price  is 
$19.25  per  case  of  fifths. 

The  processor’s  converted  March  IBJ^S  maximum 
price  under  Apj)endix  B,  for  sales  to  retailers,  for  an 
item  of  apricot  flavored  brandy,  per  case  of  fifths, 
70°  proof,  is  $20.00.  The  formula  of  the  item  con- 
tains 70%  by  volume  of  100°  proof  domestic  brandy, 
the  remaining  30%  being  natural  flavors,  fruit 
juices,  other  ingredients,  and  water.  The  processor 
imports  Portuguese  brandy  at  100°  proof  to  displace 
the  domestic  brandy  in  the  item.  His  "direct  cost 
of  importation"  for  the  Portuguese  brandy  is  $.80 
per  proof  gallon.  The  import  duty  paid  is  $2.50 
per  proof  gallon.  He  can  reflect  in  his  maximum 
price  only  $.50  per  proof  gallon  for  "direct  cost  of 
importation,"  The  additions  provided  in  this 
Appendix  must  be  figured  as  follows: 
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Adjustment  of  maximum  prices  for  substitution'  of  certain  ingredients— Continued 


(a)  Procedure  for  adjustment  of  maximum  prices. 


(Iv)  The  "direct  cost  of  importation"  means  the 
actual  amount  of  the  charges  paid  for  cooperag^ 
export  tax,  freight  to  port  of  arrival,  loading,  war  risk 
and  marine  insurance,  wharfage,  consuls  fees, 
customs  broker  fees,  customs  entry  loss  <n 
merchandise  and  customs  duty  due  to  leak^e  ana 
evaporation  in  shipment  to  the  United  States,  and 
freight  from  port  of  arrival  to  the  processor’s  bottling 
plant. 


neutral  brandy. 


Examples 


Total  contents  i>er  case  of  fifths.  2.4  wine  gallons 
Multiply  by  percentage  of 
domestic  brandy  in  the  item 
at  100°  proof X70% 

1.68  wine  gallons 

Multiply  by  proof  of  brandy — XI- 00 


Quantity  of  domestic  brandy 
displaced 


1. 68  proof  gallons 


(2)  Substitution  of  domestic  grape  spirits,  spirits- 
fruit,  spiritsfruit  processed,  and  neutral  brandy. 
The  processor  sbafi  add  to  the  maximum  prices 


established  under  Appendices  A through  F , incli^ive, 
the  amount  of  $.55  per  proof  gallon  of  the  products 
stated  above,  used  as  a substitute  for  the  same  qu^- 
tity  of  domestic  neutral  grain  or  cane  spirits  thereby 

displaced  in  the  item.  i 

Note:  The  amount  of  any  permitted  mcrea^ 
pursuant  to  Maximum  Price  Regulation  No.  193 
must  not  be  included  in  a maximum  price  established 
under  Article  III  except  as  is  provided  In  subpara- 
graph (3)  below. 


The  total  of  "direct  cost  of  importation"  and  ap- 
plicable  import  duty  is  $3.00  per  proof  gallon.  There- 
fore,  the  adjustment  is  $5.04  per  case  of  fifths  (1.68X 
$3.00=$5.04),  and  the  resulting  maximum  price  is 
$25.04  per  case  of  fifths. 

The  processor  must  compute  his  "direct  cost  of 
importation"  as  foUows: 

Cooperage - 

Export  tax 

Freight  to  port  of  arrival,  j 145 

War  risk  and  marine  msurance -lo 

Wharfage.— 

Consular  fees.- , .015 

Customs  broker  fees.  

Customs  entry  fees-J 

Loss  of  merchandise  and  customs  due  to  l^l^ 
age  and  evaporation  in  shipment  to  United 
States  --  - uo 

Freight  from  port  of  arrival  to  processor’s 
bottling  plant 

"Direct  cost  of  importation" $0-  60 

In  the  example  above  the  "direct  cost  of 
tion"  is  greater  than  $.50  per  Undw 

this  Appendix  the  processor  may 
amount  of  the  direct  cost  of 
exceed  $.50  per  proof  g^lon. 

direct  cost  of  importation  is  greater  than  $.M  pM 
proof  gallon,  the  processor  may  use  only  the  $.50 
figure  for  the  purposes  of  this  computation. 

The  processor’s  prescribed  uniform 
price  under  Appendix  E for  X brand  of  blend^ 
whiskey,  quarts,  93°,  25%  whiskey  48  old, 

10%  whiskey  60  monttis  old,  and  65  per 
spMts,  is  $27.29  per  case  to  wholesalers  and  monopoly 
states.  The  processor  will  use  spirits-fruR  in  the 
item  instead  of  grain  neutral  spuits.  He  m^t 
figure  the  amount  of  the  adjustment  for  such  use  of 
spirits-fruit  as  follows: 

*•  00 

Percent  neutral  spirits 


Proof  of  item. 


1. 95  wine  gallons 
X.93 


Neutral  spirits  displaced—  J-.S14  piwf  g^oM 
The  processor  determines  the  adjusted  maximum 

price  as  follows:  Proof 

gallons 

Neutral  spirits  displaced 

Adjustment  per  proof  gallon 

Adjustment  per  case  of  quarts---- 

Maximum  price  from  Appendix  B zt.ae 

Adjusted  maximum  price $28. 29 
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Adjustment  of  maximum  prices  for  suhsiiiuiion  of  certain  ingrediedts — Continued 

(a)  Procedure  for  adjuetmeni  of  maximum  prices.  Examples 

(3)  SubstitxUion  of  domestic  high  wines  (manufac-  The  processor  has  determined  under  Appendix  A 
lured  from  cane  or  grain)  for  domestic  neutral  spirits,  that  his  maximum  price  per  case  of  quarts,  85®  proof, 

The  processor  shall  add  to  the  maximum  prices  formula  composed  of  20%  whiskey  4 years  old  and 
established  under  Appendices  A through  F,  in-  80%  neutral  spirits,  is  $25.00.  He  no  longer  uses 
elusive,  the  amount  of  the  permitted  increase  for  neutral  spirits  in  the  formula  but  has  substituted 
high  wines  manufactured  from  cane  or  grain  used  as  high  wines  manufactured  from  grain. 

a substitute  for  the  same  quantity  of  domestic  neutral  The  processor  determines  the  quantity  of  domestic  ^ 

spirits  thereby  displaced  in  the  item  as  required  to  be  neutral  spirits  dh^placed  as  follows: 
computed  by  the  processor  under  section  1420.13  (a)  , . . 

(1)  (i)  of  Maximum  Price  Regulation  No.  193.  Total  liquid  contents,  case  of 

quarts 3. 00  wine  gallons 

Percent  neutral  spirits X.  80% 

% 

2. 40  wine  gallons 

Proof X.85 

Quantity  of  neutral  spirits 
displaced 2. 04  proof  gallons 

The  processor  computes  the  adjusted  maximum 
price  in  accordance  with  section  1420.13  (a)  (1)  (i)  of 
MPRNo.  193,  as  foUows: 

Per  proof 
gallon 

Weighted  average  cost  of  high  wines  April  1- 


June  30,  1942..  $0.75 

Weighted  average  cost  of  neutral  spirits 
January  1-March  31, 1942 —.45 

Adjustment,  per  proof  gallon 30 

Quantity  of  neutral  spirits  displaced X2. 04 

Adjustment  per  case  of  quarts . 612 

Maximum  price  from  Appendix  A -1-25.00 

Adjusted  ma.ximum  price $25. 61 


(b)  fiules  for  establishing  maximum  prices  under  Where  3 proof  gallons  of  imported  distilled  spirits 

Appendix  O,  are  processed  and  2.8  proof  gallons  of  neutral  spirits 

rr,i-  . are  derived  thereby,  the  additions  provided  must  be 

(1)  The  additions  provided  in  this  Appendix  can  computed  on  onlv  the  exact  number  of  proof  gallons 

be  computed  only  with  respect  to  the  quantity  of  displaced  in  the  finished  product.  Likewise,  where 
distilled  spirits  actually  displaced  in  the  item.  No  3 proof  gallons  of  spirits  fruit  processed  are  processed 
allowances  are  provided  for  loss  in  processing  or  and  2.8  proof  gallons  of  neutral  spirits  are  derived 
otherwise.  thereby,  the  addition  provided  must  be  computed 

on  only  the  exact  number  of  proof  gallons  displaced 
in  the  finished  pn/duct. 

(2)  The  additions  provided  for  substitution  of  Where  a particular  quantity  of  domestic  brandy 

imported  distilled  spirits  are  applicable  where  an  in  an  item  is  displaced  by  a like  quantity  of  imported 
Ingredient  of  an  item  of  dome^ic  distilled  spirits  is  brandy,  the  additions  provided  are  applicable, 
displaced  by  the  same  ingredient  except  that  such  Where,  however,  the  domestic  brandy  is  displaced 
displacing  ingredient  is  imported,  or  where  domestic  by  any  other  ingr..Hiient,  imported  or  otherwise,  the  „ 

neutral  spirits  are  displaced  by  imported  distilled  addition  does  not  apply.  Where  domestic  neutral 

spirits.  spirits  are  displaced  by  a like  quantity  of  imported 

brandy,  the  additions  provided  are  applicable. 

(3)  The  additions  provided  for  substitution  of  During  March  1942  the  item  contained  imported 
imported  distilled  spirits  are  inapplicable  where  the  malt  whiskey.  No  addition  may  be  made  where  the 
Item  as  sold  or  offered  for  sale  during  March  1942  processor  continues  to  use  imported  malt  whiskey 
contained  as  an  ingredient  the  same  classification  of  as  an  ingredient  in  the  item. 

imported  distilled  spirits. 

(c)  Reports  required  to  he  filed.  On  or  before  the  date  of  making  the  first  sale 
of  an- item  at  a maximum  price  adjusted  under  this  Appendix,  the  processor  shall, 
by  letter  to  the  Office  of  Price  Administration,  Beverage  Section,  Washington, 

D.  C.,  report  the  maximum  price  so  established.  The  letter-report  shall  contain 
the  following: 

(1)  The  name  and  address  of  the  processor  filing  the  report. 

(2)  A statement  that  the  report  is  filed  under  Appendix  G to  Article  III  of 
MPR  445. 

(3)  The  brand  name,  container  size  and  proof  of  the  item  which  is  the  subject 
of  the  report. 

(4)  The  date  upon  which  the  processor  filed  OPA  Form  635-232-A  (brand 
name  report  required  under  Amendment  No.  6 to  MPR  193)  for  the  base  item 
used  for  the  adjustment  made  under  this  Appendix  if  such  item  was  sold  or  offered 
for  sale  by  the  processor  during  March  1942. 

(5)  The  maximum  price  for  the  item  which  is  the  subject  of  the  report,  and  a 
statement  showing  the  steps  (similar  to  those  illustrated  by  the  examples)  made 
by  the  processor  to  figure  such  price,  in  accordance  with  procedures  provided  in 
this  Appendix.  Neither  acceptance  nor  failure  to  act  upon  a letter-report  fil^ 
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under  this  paragraph  shall  constitute  approval  by  the  Office  of  Price  Adminis- 
tration  of  the  maximum  prices  so  reported. 

2.  Section  6.3  (a)  (4)  is  added  to  read  as  follows: 

(4)  No  person  shall  pay  and  no  person  may  receive  any  compensation  whatso- 
ever as  a buver's  fee,  VWker’s  fee,  finder's  fee,  service  charge  or  similar  payment 
in  connection  with  the  purchase  and  sale  of  any  item  of  packaged  domestic 

distilled  spirits.  . , , ^ 

3.  Section  7.1a  is  added  to  read  as  set  forth  below,  and  the  headnote  of  section 

''  7.1a  is  added  in  numerical  order  to  the  list  of  sections  in  section  4.11  of  Article  IV. 

Sec.  7.  la  Changes  in  case  sizes.  In  any  instance  where  the  case  size  of  an  item 
covered  in  this  regulation  is  changed  to  contain  a greater  (not  in  excess  of  a total 
of  15  wine  gallons)  or  lesser  number  of  individual  containers  of  the  same  item, 

, the  seller  shall  determine  his  maximum  price  per  case  of  the  item  in  the  new  case 

size  as  follows:  , . 

(a)  Divide  the  maximum  price  per  case  for  the  item  in  the  customary  case 
size  by  the  number  of  individual  containers  customarily  packed  in  such  case,  and 

(b) ' Multiply  the  figure  so  obtained  by  the  number  of  individual  containers 
packed  in  the  new  case  size. 

4.  Section  7.12  (a)  (1),  (20)  and  (39)  are  amended  and  sections  7.12  (a)  (44) 
through  (48)  inclusive  are  added  to  read  as  follows: 

(1)  “Distilled  spirits”  means  (i)  the  commodities  included  in  classes  2 to  7 
inclusive  of  Article  II  to  Regulations  No.  5 (whiskey,  brandy,  gin,  rum,  cordials 
and  liqueurs  and  imitations);  and  (ii)  prepared  cocktails,  prepared  highballs, 
vodka,  bottled  eggnog  containing  distilled  spirits  and  all  other  prepared  alcoholic 
beverage  commodities  covered  by  Article  III  of  Regulations  No.  5;  and  (iii) 
commodities  containing  more  than  24  percent  alcohol  by  volume  but  otherwise 

within  the  definition  of  wine.  . 

“Distilled  spirits”  when  used  without  specific  reference  to  that  commodity  in 
packages  or  in  bulk,  means  both  packaged  and  bulk  distilled  spirits,  and  when 
used  without  specific  reference  to  that  commodity  as  imported  or  domestic, 
means  both  imported  and  domestic  distilled  spirits. 

(20)  “High  proof”  and  “high  wines”  made  from  grapes,  fruits  or  berries  shall 
for  the  purposes  of  this  regulation  be  deemed  “spirits — fruit  processed”  as  defined 

in  (19)  above.  . , , , • • 

(39)  “Current  wine”  means  California  grape  wine  produced  entirely  or  in  prin- 
cipal part  from  grapes  of  the  1942  crop  and  sold  or  offered  for  sale  by  a processor 
prior  to  March  1,  1944,  and  also  California  grape  wine  produced  entirely  or  in 
principal  part  from  grapes  of  the  1943  crop  and  sold  or  offered  for  sale  by  e proc- 
essor prior  to  March  1,  1945;  Provided,  That  the  term  “current  wine”  shall  not 
include  the  following: 

(i)  California  grape  wine  produced  principally  from  varietal  types  of  grapes; 

(ii)  Sparkling  and  carbonated  wines; 

• (iii)  Vermouth  and  other  flavored  wines; 

(iv)  Lees  wine; 

(v)  Spanish  tvpe  blending  sherry. 

(44)  “Neutral  spirits”  means  distilled  spirits  distilled  from  any  material  at  or 

^ above  190°  proof,  whether  or  not  such  proof  is  subsequently  reduced.  During 

the  period  of  the  unlimited  national  emergency  proclaimed  by  the  President 
on  May  27,  1941,  the  term  neutral  spirit  shall  also  include  any  spirits  distilled  at 
less  than  190°  proof,  which  are  so  distilled,  or  so 'treated  in  the  process  of  dis- 
tillation, or  so  refined  by  other  processes  after  distillation,  as  to  lack  the  taste, 
aroma  and  other  characteristics  of  whiskey,  brandy,  rum  or  other  potable  bev- 
erage spirits.  However,  the  term  “neutral  spirits”  as  ilsed  in  this  regulation 
does  not  include  “domestic  grape  spirits”,  “neutral  brandy”,  “spirits— fruit”, 
“spirits — fruit  processed”  or  “high  proof  and  high  wines  made  from  grapes,  fruits, 
or  berries”.  The  term  “neutral  spirits”  does  not  include  “high  wines  (manufac- 
tured from  cane  or  grain)”  as  defined  in  (48)  below. 

(45)  “Domestic  whiskey  containing  malt  whiskey”  means  whiskey  produced 
in  the  continental  United  States  which  contains  any  proportion  of  imported  or 
domestic  malt  whiskey  or  rye  malt  whiskey:  Provided,  That  the  label  or  labels 
show  that  malt  whiskey  or  rye  malt  whiskey  is  a component  part. 

(46)  “Malt  whiskey”  means  whiskey  produced  in  the  continental  United 
States  by  distillation  from  a fermented  mash  of  grain  of  which  not  less  than  51% 
of  the  grain  is  malted  barley;  also  imported  malt  whiskey  produced  in  conformity 
with  the  laws  of  the  country  from  which  it  is  imported. 

(47)  “Rye  malt  whiskey”  means  whiskey  produced  in  the  continental  United 
States  by  distillation  from  a fermented  mash  of  grain  of  which  not  less  than 
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61%  of  the  grain  is  malted  rye;  also  imported  rye  malt  whiskey  produced  in 
conformity  with  the  laws  of  the  country  from  which  it  is  imported. 

(48)  “High  wines  (manufactured  from  cane  or  grain)”  means  distilled  spirits 
distilled  from  any  material  at  or  above  100°  proof  and  less  than  190°  proof, 
manufactured  prior  to  October  8,  1942,  and  used  as  a substitute  for  neutral 
spirits  in  accordance  with  the  provisions  of  paragraph  (a)  (3)  of  Appendix  G to 
Article  III  of  this  regulation. 

5.  Section  7.12  (b)  (3)  is  amended  to  read  as  follows: 

(3)  “Wholesaler”  means  any  person  (except  a monopoly  state  or  primary  dis-  r 

tributing  agent)  engaged  in  the  business  of  buying  and  selling  distilled  spirits 
and/or  wine  without  changing  the  form  thereof,  primarily  to  persons  other  than 
consumers,  but  who,  when  licensed  and  permitted  by  applicable  state  or  local 
statute  or  ordinance  to  so  do,  may  also  sell  such  distilled  spirits  or  wine  to 
consumers.  * 

6.  Section  7.6  (b)  is  amended  to  read  as  follows: 

(b)  The  registration  and  licensing  provisions  of  §§  1499.15  and  1499.16  of  the 
General  Maximum  Price  Regulation  shall  be  and  they  are  applicable  to  all  sellers, 
except  monopoly  states,  subject  to  this  regulation. 

This  amendment  shall  become  effective  January  6,  1944. 

(56  Stat  23,  765;  Pub.  Law  151,  78th  Cong.;  E.O.  9250,  7 F.R.  7871;  E.O.  9328, 

8 F.R.  4681) 

Note:  All  reporting  and  record-keeping  requirements  of  this  Amen^lment  have  been  approved  by  the 
Bureau  of  the  Budget  in  accordance  with  the  Federal  Reports  Act  of  Bi42. 

Issued  this  27th  day  of  December  1943. 

Chester  Bowles,  Administrator. 

The  Chairman.  Is.  that  all,  Mr.  Mattice? 

Mr.  Mattice.  Yes,  sir. 

The  Chairman.  Senator  Ferguson? 

Senator  Ferguson.  That  is  all  I have. 

The  Chairman.  The  committee  will  rise  at  this  time  and  meet  this 
afternoon  at  a quarter  after  2.  We  will  meet  in  the  Judiciary  Com- 
mittee room:  The  witnesses  will  come  to  the  Judiciary  Committee 
room  instead  of  this  caucus  room. 

(^Yllereupon,  at  12:15  p.  m.,  a recess  was  taken  until  2:15  p.  m.  of 
the  same  day.) 

AFTERNOON  SESSION 

Mr.  Mattice.  Will  you  give  the  reporter  your  name  again  pleas^ 
sir? 

Senator  Murdock.  I was  not  here  this  morning  when  the  witness 
testified,  and  for  my  benefit  and  the  reporter’s  benefit,  will  you  please 
state  your  name?  ^ 

Mr.  Sanderson.  Wilson  D.  Sanderson. 

Senator  Murdock.  And  your  oflBce? 

Mr.  Sanderson.  Head  of  the  Beverage  Administration  of  the  Food 
Price  Division  of  Office  of  Price  Administration. 

Senator  Murdock.  What  does  the  Beverage  Section  include? 

Mr.  Sanderson.  Distilled  spirits,  wines,  beiTS,  soft  drinks,  and  ice. 

Senator  Murdock.  I think  you  had  testified  this  morning? 

Mr.  Sanderson.  Yes,  sir. 

Senator  Murdock.  You  may  continue  now  in  your  own  way  and 
be  interrogated  by  the  attorney  for  the  committee  as  he  sees  fit. 

TESTIMONY  OF  WILSON  D.  SANDERSON— Resumed 

Mr.  Mattice.  Mr.  Sanderson,  you  were  still  discussing  the  Decem- 
ber 1943  order  fixing  dollars  and  cents  prices  on  alcoholic  beverages. 

Air.  Sanderson.  Yes,  sir. 
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Mr.  Mattice.  And  you  had  not  completed  what  you  had  to  say  on 
that  when  the  chairman  interrupted  you,  asking  a question.  You  can 
go  on  from  there. 

Mr.  Sanderson.  As  far  as  I can  recall,  I had  answered  all  the 
questions. 

Mr.  Mattice.  All  right. 

Mr.  Sanderson.  WTiether  all  had  been  asked  that  the  committee 
wished  to  ask  in  connection  with  that  particular  amendment  I don't 


recall . 

Mr.  AIattice.  Let’s  review  for  just  a minute  for  the  benefit  of 
Senator  Alurdock,  who  was  not  present  this  morning.  You  were 
outlining  how,  first  of  all,  the  Ofiice  of  Price  Administration  dealt 
with  the  matter  of  prices  of  alcoholic  beverages  established  a so- 
called  ceiling  which  was  based  upon  the  price  being  charged  by 
wholesalei-s  and  retailers  on  a certain  date  previous  to  that  time, 

which  date  was  that? 

Mr.  Sanderson.  March  1942. 

Mr.  AIattice.  And  operated  under  that  system  until  when? 

Air!  Sanderson.  So  far  as  wholesalers  and  retailers  are  concerned, 
they  operated  under  that  system  until  August  of  1943. 

Mr.  AIattice.  Then  in  August  1943,  order  number. 

Air.  Sanderson.  Alaximum  Price  Regulation  445. 

Air.  AIattice.  Alaximum  Price  Regulation  445  was  promulgated. 
Air!  Sanderson.  Article  5 of  which  established  specific  percentage 
mark-ups  over  net  cost  for  establishing  maximum  prices  for  whole- 
salers and  retailers.  . , i i 

I commented  in  the  testimony  at  that  time  that  these  mark-ups 

provided  largely  for  uniformity  of  pricing  without  materially  affecting 
the  level  of  prices,  but  did  provide  for  the  same  price  for  each  whole- 
saler and  each  retailer  on  the  same  item,  whereas  before,  imder  the 
March  system,  the  same  item  might  have  sold  by  two  separate  people 
at  different  prices. 

The  result  of  our  uniform  mark-up  regulation  was  to  provide 
imiformity.  That,  of  course,  assisted  in  the  enforcement  and  the 
checking  of  prices  to  deternfine  that  they  were  correct  maximum 

^ Senator  AIurdock.  At  that  time  had  you  established  ceilings  on 

the  retail  sales?  i i 

Air.  Sanderson.  Not  in  dollars  and  cents.  VVe  had  established  a 

ceiling  in  Alarch  of  1942  by  the  issuance  of  the  freeze  order,  which 
froze  all  prices  at  a level  of  the  Alarch  1942  selling  price. 

Senator  AIurdock.  You  mean  the  retail  price— — 

Air  Sanderson.  Each  retailer  was  frozen  at  the  highest  price  he 
charged  for  the  item  during  Alarch  1942  the  same  principle  as  was 
applied  to  the  grocery  store  and  the  hardware  store  and  all  other 

sellers. 

Senator  AIurdock.  And  there  has  been  no  subsequent  rise  in  the 
price  of  whisky,  let  us  say,  from  that  time  until  now? 

Air  S\NDERSON.  The  same  item  that  was  sold  from  the  store  m 
Alarcii  1942  should  be  only  slightly  affected,  except  for  the  addition 
of  the  Federal  e.xcise  tax  which  was  imposed  on  November  1,  1942. 
Senator  Ferguson.  What  was  that  tax  per  gallon? 

Air  Sanderson.  The  increase  was  $2  per  proof  gallon.  The  effect 
of  that  would  be  $6  a case,  a case  of  quarts,  at  100  proof,  or  $4.80 
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on  a case  of  fifths,  at  100  proof,  the  retail  incumse  therefore  being  35 
cents  and  50  cents  per  bottle.  That  was  the  increased  tax  only. 

So  that  generally  speaking  the  same  brand  selling  in  a retail  store 
in  March  of  1942  at,  let  us  say,  $3  per  bottle  should  have  been  in- 
creased in  price  approximately  from  35  cents  to  50  cents  a bottle, 
depending  on  the  size,  and  the  proof,  as  a result  of  the  tax. 

Senator  Murdock.  Can  you  give  us  the  price  in  1942,  say,  on  a ,, 

fifth  of  Old  Taylor? 

Mr.  Sanderson.  The  distiller’s  posted  March  price  for  the  brand 
was  $25.65  per  case  of  fifths,  f.  o.  b.  the  distillery  at  Louisville,  Ky. 

To  that  amount  would  have  been  added  the  customary  mark-up  of  « 

the  wholesaler  and  the  retailer. 

Those  mark-ups  varied  substantially,  of  course,  according  to  the 
community.  In  the  larger  centers,  New  York,  Chicago,  Los  Angeles 
and  similar  centers,  there  might  have  been  a price  war  or  keen  competi- 
tion, which  produced  a low  mark-up  at  wholesale  and  retail,  and  in  the 
country  districts  the  mark-ups  might  have  been  very  much  higher. 

There  was  no  uniformity. 

A fifth  of  Old  Taylor  might  have  sold  at  a substantial 

Senator  Murdock.  What  I would  like  to  know  is  what  a fifth  of 
Old  Taylor  sold  at  in  Washington,  D.  C.,  in  March  of  1942. 

Mr.  Sanderson.  I do  not  have  the  figure  here.  It  could  be  de- 
termined. 

Our  prices  in  the  national  office  are  aU  on  the  basis  of  the  processor’s 
price,  and  not  the  retail  selling  price.  Obviously  there  is  a different 
State  tax  in  each  State.  Consequently  there  is  a different  selhng 
price  in  every  State. 

Senator  Murdock.  I understand  that,  but  the  thing  I am  interested 
in,  if  you  could  furnish  the  committee  with  the  information,  is  the 
retail  sales  price  in  the  District  of  Columbia,  say,  of  Old  Taylor,  Four 
Roses,  Canadian  Club,  and  one  or  two  others  as  of  that  date,  and  then 
give  us  the  price  as  of  today  of  those  same  brands  of  whisky. 

Can  you  do  that? 

Mr.  Sanderson.  Not  from  any  information  I have  with  me.  Sen- 
ator. I can  secure  it  for  you. 

Senator  Murdock.  I understand  that  you  haven’t  that  information 
but  that  you  can  and  will  get  it  and  supply  it  for  the  record. 

Mr.  Sanderson.  And  I will  say  in  passing  that  the  prices  might  > 

show  a substantial  range,  and  the  same  items  would  be  sold  in  a dozen 
stores  at  different  prices,  because  there  was  no  uniform  market. 

vSenator  Murdock.  You  mean  right  here  in  the  District? 

Mr.  Sanderson.  Right  here  in  Washington. 

Senator  Ferguson.  Wliat  method  have  you  of  checking  on  the 
prices?  Suppose  we  take  A,  B,  C stores.  A sells  at  one  price  and 
B at  another,  and  C at  another.  How  does  the  public  know  what 
the  price  should  be? 

Mr.  Sanderson.  Up  until  this  Regulation  No.  445  in  August,  the 
public  would  have  had  no  way  of  knowing  except  for  the  posting  or 
price  infonnation  given  at  that  individual  retailer’s. 

After  August  27,  1943,  when  this  regulation  was  out,  the  mark-up 
was  uniform  for  all  similar  sellers.  All  retailers  and  all  wholesalers 
had  the  same  mark-up. 

Consequently  with  a uniform  price  at  the  manufacturing  level, 
aside  from  a small  variation  in  freight  rates  and  the  difference  in 
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State  tax,  the  wholesale  and  retail  selling  price  of  Old  Taylor  or  any 
other  given  item  will  be  within  a very  few'  cents  of  each  other  in  the 
same  community. 

Senator  Ferguson.  \Miy  take  Old  Taylor? 

Senator  Murdock.  I think  that  is  my  fault,  Senator.  I suggested 
the  brand  before  you  came  in. 

Senator  Ferguson.  Well,  that’s  what  you  have  taken.  In  A,  B, 
and  C stores  today,  it  should  be  the  same? 

Mr.  Sanderson.  The  maximum  price  is  the  same. 

Senator  Ferguson.  We  discovered  this  morning  that  maximum 
means  minimum  in  most  of  these  cases. 

Mr.  Sanderson.  That  is  generally  the  case  with  whisky. 

Senator  Ferguson.  So  there  is  no  competition  and  the  price  would 
be  the  same  in  all  three  stores? 

Mr.  Sanderson.  That  is  the  question.  Incidentally,  to  answ'er  the 
first  question,  how'  can  the  public  tell  the  District  office  has  compiled 
these  prices?  They  come  to  oin  office  and  secure  these  price  filings, 
w hich  all  the  manufacturers  have  filed  w'ith  us,  giving  the  ilarch  pi’ice. 
They  add  the  District  tax,  the  freight,  and  the  mark-ups,  and  are  then 
able  to  arrive  at  the  uniform  price. 

That  is  not  a legal  ceiling  for  anybody,  because  each  man  must 
compile  his  legal  ceiling  under  the  terms  of  the  regulation,  but  within 
a range  of  2 or  3 cents  that  list  is  the  maximum  price  that  can  be 
chai’ged  for  Old  Taylor. 

This  is  true  of  many  of  the  regional  and  district  offices  but  the 
national  office  has  not  compiled  such  lists. 

When  you  see  an  advertisement  in  the  papers  that  Zilch’s  brand — ■ 
the  maximum  O.  P.  A.  ceiling  price  in  this  locality  on  that  brand  is 
$3  or  whatever  the  figure  is,  it  has  been  compiled  in  that  way,  and  that 
is  the  price  so  computed  under  the  regulation,  for  sale  in  the  particular 
locality. 

You  might  step  across  the  State  line  and  that  woidd  not  be  true 
because  of  the  difference  in  State  tax. 

If  I may  repeat  for  the  benefit  of  the  committee,  we  have  progressed 
very  substantially  in  the  last,  let  us  say,  3 to  4 months,  in  that  regard. 
We  have  substantial  cooperation  from  the  industry  in  assisting  O.  P.  A. 
in  publicizing  the  ceiling  prices  of  established  brands. 

In  many  cases,  the  O.  P.  A.  has  called  meetings  of  wholesalers 
and  retailers  and  w'e  have  gotten  together  and  compiled  the  lists 
just  as  we  have  it  in  the  District.  These  are  posed  in  retail  stores. 

We  find  retailers  are  cooperating  substantially  in  posting  that 
iqformation,  so  that  here  in  the  District  almost  any  consumer  in 
almost  any  retail  store  can  find  a list,  published  by  the  District  office 
of  O.  P.  A.,  which  will  note  the  ceiling  prices  for  a large  number  of 
well-knoAvn  brands  that  have  been  the  market  for  some  time. 

Now',  the  difficulty  of  that  is  that  it  is  impossible  to  keep  up  that 
list  w ith  every  new'  brand  that  appears. 

Senator  Ferguson.  Now',  what  have  you  done  with  relation  to 
the  3,000  new'  brands?  Are  most  of  them  continuing  since  your  new 
order? 

Mr.  Sanderson.  We  believe  a substantial  number  of  them  will 
not  he  continued.  The  new'  order  just  being  out  and  effective  Janu- 
ary 6,  we  have  not  received  the  new'  postings,  hut  when  the  new' 
postings  are  available,  which  will  be  approximately  within  30  days, 
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we  will  then  be  in  a position  to  furnish  the  district  offices  some  more 
information  on  the  ceiling  prices  of  new  brands  and  we  feel  theii  that 
this  present  procedure  can  be  elaborated  in  many  communities  so 
that  while  it  may  not  be  possible  to  have  an  up-to-the-minute  list, 
it  will  certainly  be  within  a reasonable  time,  and  by  the  facjt  that  we 
don’t  expect  nearly  so  many  new  brands,  that  we  will  have  reasonably 
adequate  up-to-the-minute  price  information  available  to  the  public 
in  any  store  as  to  practically  any  brand. 

We  feel  from  the  enforcement  standpoint  that  that  will  be  a material 
help  and  benefit  to  the  consumer.  It  will  not  mean  that  he  can  buy 
the  brand — it  may  not  be  available — but  the  price  will  be  there. 

Senator  Murdock.  Do  you  attribute  the  rise  in  price  from  March 
1942  to  the  present  time  largely  to  the  additional  tax? 

Mr.  Sanderson.  We  attribute  it  entirely  to  the  additional  tax  at 
the  processor  level ; that  is,  the  price  to  the  wholesaler,  because  there 
has  been  no  mark-up. 

Senator  Murdock.  What  I am  referring  to  is  the  price  to  the 
retailer.  I think  that  is  the  price  people  are  interested  in  right  now. 

]\Ir.  Sanderson.  On  the  same  item.  You  are  comparing  the  item 
sold  in  March  and  the  present  item  sold  today,  and  the  increase  in 
price  is  due  to  two  factors;  (1)  The  tax,  and  (2)  the  possibility  that 
within  the  community  the  setting  of  this  uniform  mark-up  may  have 
slightly  changed  the  ceiling  price  either  up  or  down. 

But  there  are  many  communities  in  which  the  application  of  these 
percentage  mark-ups"  resulted  in  lowering  prices.  There  are  others 
in  which,  as  I mentioned  before,  some  of  the  larger  markets,  where 
there  are  very  competitive  situations,  where  the  uniform  mark-up 
may  have  slightly  increased  prices. 

Those  are  the  only  two  factors  that  should  have  changed  the  price 
from  March  1942  on  a national  brand. 

Senator  Ferguson.  When  you  talk  about  retail,  do  you  mean  by 
the  glass? 

Mr.  Sanderson.  No,  sir. 

Senator  Ferguson.  You  mean  in  the  store? 

Mr.  Sanderson.  Package  sales.  We  do  not,  in  our  regulation, 
control  the  sale  by  the  drink. 

Senator  Ferguson.  So  they  can  serve  any  amount  and  charge  any 
price  they  desire? 

Mr.  Sanderson.  No,  sir. 

Senator  Ferguson.  So  far  as  you  are  concerned. 

Mr.  Sanderson.  Only  hecause  the  handling  of  that  particular 
sale  is  not  under  the  immediate  jurisdiction  of  the  Beverage  Section. 

It  is,  however,  controlled  by  O.  P.  A.,  and  it  is  controlled  by  the 
application  of  the  March  price  on  the  price  of  the  drink  and  the  quan- 
tity served  being  substantially  the  same.  Y hen  I use  the  word 
“substantially”  I mean  that  our  regulation  would,  of  course,  require 
the  exact  serving  of  the  exact  number  of  fluid  ounces  at  the  exact  price. 

Wlien  the  tax  addition  came  about,  it  was  impossible  to  collect  the 
tax  in  a Ij^-cent  or  2K-cent  figure  per  drink.  Consequently  the 
O.  P.  A.  permitted  the  server  of  distilled  spirits  by  the  drink  to 
modify  the  quantity  sufficiently  to  make  up  the  difference  in  the  tax. 

In  other  words,  the — — 

Senator  Ferguson.  In  other  words,  he  could  take  1%  cents  worth 
out. 
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Mr.  Sanderson.  He  could  take  l}i  cents  wortli  out. 

Senator  Ferguson.  How  were  jmu  going  to  watch  him  if  he  took 
out  3 cents’  worth? 

Mr.  Sanderson.  I wish  we  knew.  We  realized  it  was  a matter 
that  was  impossible  of  accurate  check. 

Senator  Ferguson.  But  yoiu-  accurate  prices,  by  glass  or  drink, 
are  fixed,  and  they  should  not  be  any  higher  except  for  this  cent  or 
2 cents’  wmrth  of  liquor,  between  now  and  March  1942? 

Mr.  Sanderson.  Yes;  provided 

Senator  Ferguson.  Do  you  really  think  that  has  been  kept? 

Mr.  Sanderson.  Provided  the  same  liquor  is  served. 

Senator  Ferguson.  The  same  liquor;  yas. 

Mr.  Sanderson.  Let  me  explain  that  we  know  they  don’t  serve 
the  same  liquor.  I mean,  during  March  1942 

Senator  Ferguson.  YTiat  do  you  mean  by  “they  don’t  serve  the 
same  liquor”? 

Mr.  Sanderson.  The  same  brand. 

Senator  Ferguson.  YTiy  don’t  they  serve  the  same  brand? 

Mr.  Sanderson.  In  some  cases,  probably  it  is  not  available. 

Senator  Ferguson.  Then,  can  they  charge  more  for  a new  brand? 

Mr.  vSanderson.  If  they  charged  more  in  March  1942.  Very^  often 
each  dispenser  had  different  prices  for  different  brands  and  different 
types.  If  he  can’t  serve  one  type  he  serves  the  other. 

" That  may  account,  and  it  does  account  in  many  cases,  we  know, 
for  the  fact  that  there  are  not  very  many  15-  and  25-cent  bar  whisky 
drinks  left. 

Senator  Murdock.  Have  there  ever  been  such  drinks  under  the 
new  regime — I mean,  since  we  got  liquor  back?  I never  heard  tell  of 
any  such  prices  as  that. 

Mr.  Sanderson.  We  have  letters  that  talk  about  the  10-  and  15-cent 
drink  of  whisky.  It  sounds  like  something  from  another  world,  but 
apparently  it  did  exist  in  some  conununities. 

Senator  Murdock.  Even  befoi’e  1942? 

Mr.  Sanderson.  Even  before  1942. 

Senator  Ferguson.  And  they  are  enforcing  those  same  prices. 

Mr.  Sanderson.  If  the  same  type  of  whisky  is  available,  of  course, 
they  have  to  charge  the  same  price.  Practically,  as  I think  I have 
intimated,  very  often  those  whiskies  are  not  available  and  the.  price 
now  charged  Is  the  price  charged  for  the  higher  priced  drink. 

Seuator  Ferge'son.  But  that  makes  it  so  complicated  for  the.  buy- 
ing public— how  are  they  going  to  keep  track  of  this?  How  can  you 
keep  from  a black  market  with  all  this  variation  of  price?  You  can’t, 
can  you? 

Mr.  Sanderson.  Well,  w'e  feel  the  black  market  is  a very  usual  ac- 
companiment— 

Senator  Ferguson.  You  tell  the  public  not  to  go  into  the  black 
market  and  buy.  With  all  these  complications,  how'  are  you  going 
to  have  the  public  know  when  they  are  violating  the  black  market 
for  a retail  drink? 

IVIr.  Sanderson.  We  believe,  as  far  as  the  packaged  liquor  is  con- 
cerned, that  the  publicity  now  given  to  selling  prices  is  such  that  we 
have  a very  good  instrument  against  the  black  market  as  far  as  our 
prices  are  concerned.  We  certainly  do  not  feel  that  an  item  that  is  as 
scarce  as  distilled  spirits  in  general  are,  can  be  kept  out  of  a black 
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market  by  any  mere  publicity  of  prices.  The  black  market  results 
from  other  factors  than  our  price  control. 

Senator  Ferguson.  Do  you  think  it  possible  to  prevent  a black 
market  in  liquor  now? 

Mr.  Sanderson.  I feel  that  it  is  in  the  same  category  as  meat  and 
other  items  in  which  a shortage — — 

Senator  Ferguson.  Do  you  thmk  it  is  as  well  controlled  as  meat? 

Mr.  Sanderson.  I wouldn’t  want  to  say  that  it  is.  I think  we 
have  too  many  outlets  and  too  many  possibilities  for  black-market 
operation. 

The  present  level  of  prices  is  such  that  ]>erhaps  the  temptation  to 
indulge  in  a black  market  is  greater  than  it  would  be  in  a commodity 
like  meat.  We  are  frankly  faced  with  the  situation  that  there  is  a 
black  market.  Insofar  as  the  goods  that  arc'  in  the  legitimate  channels  • 
are  concerned,  the  cooperation  of  all  branches  of  the  industry  with 
O.  P.  A.,  we  feel,  has  kept  most  of  the  distilled  spirits  that  are  in 
legitimate  trade,  on  reasonably  the  legal  prices. 

Senator  Ferguson.  How  much  would  you  say  now  is  legitimate  and 
illegitimate?  Have  you  any  idea  what  the  percentage  is? 

Mr.  Sanderson.  I have  no  idea.  Senator.  The  United  States  has 
17  monopoly  States,  as  you  know,  3 dry  States,  and  28  open  States, 
plus  the  District  of  Columbia.  Approximately,  then,  one-third  of  tne 
country  is  under  State  control,  handled  through  State  stores.  We 
have  no  idea  whether  there  is  any  difference  in  the  operations  in  those 
States  as  compared  with  the  open  States.  We  have  no  figures  from 
any  source  to  indicate  the  amount  of  sales  in  the  dry  States. 

Senator  Ferguson.  How  large  a force  have  you  on  enforcement  of 
prices? 

Mr.  Sanderson.  Mr.  Epstein,  of  the  Enforcement  Division,  is  here 
and  can  give  you  a better  reply  to  that. 

We  have  no  connection  with  enforcement.  The  O.  P.  A.  has  8 
regional  offices  for  the  continental  United  States,  and  appro.ximately 
70  district  offices. 

Mr.  Mattice.  Mr.  Sanderson,  you  spoke  of  a shortajre  in  liquor 
which  exists.  I take  it  you  assume  that  there  is  a shortage.  Do 
you  know  that  there  is?  We  have  heard  a lot  about  it. 

Mr.  Sanderson.  I have  a general  knowledge.  My  reference  to 
the  word  “shortage”  referred  to  the  amount  available  in  distributive 
channels  as  compared  to  consumption. 

Mr.  Mattice.  By  “distributive  channels,”  do  you  limit  that  to 
retailers,  or  do  you  include  wholesalers? 

Mr.  Sanderson.  Wliolesalers  and  retailers  and  the  State  stores  in 
monopoly  States. 

Mr.  Mattice.  Have  you  any  figures  on  how  much  exists  in  the 
hands  of  wholesalers  and  retailers  and  State  stores? 

Mr.  Sanderson.  No,  sir;  and  my  use  of  the  word  “shortage”  is 
relative  to  the  apparent  demand. 

Mr.  ^Iattice.  Has  it  ever  occurred  to  you  that  the  alleged  short- 
age we  have  heard  about  and  read  about,  may  be  an  artifical  shortage? 

Mr.  Sanderson.  I admitted  this  morning  in  the  testimony  that  it 
is  an  artificial  shortage  to  the  extent  that  it  is  a rationed  delivery  of  a 
certain  percentage  of  previous  deliveries  from  the  available  stocks, 
to  that  extent,  inasmuch  as  the  amount  released  for  distribution  is 

controlled,  it  is  an  artificial  shortage. 

# 


LIQUOR  INDUSTRY 


493 


Mr.  Mattice.  When  you  speak  of  existing  stocks,  you  have  in 
mind  only  that  stock  which  is  in  bonded  warehouse  and  has  not  been 
tax  paid  and  taken  out,  or  you  include  also  what  is  in  the  hands  of 
wholesalers  and  retailers  and  others,  individual  purchasers,  who  may 
have  stocked  up?  Do  you  have  all  those  in  mind? 

Mr.  Sanderson.  What  is  in  the  hands  of  the  individual  purchaser 
and  is  stocked  in  the  cellar  is  out  of  distribution  definitely  and  will 
certainly  not  appear  again. 

Mr.  Mattice.  That  is  true. 

Nlr.  Sanderson.  And  while  we  have  no  figures  on  the  amount  in 
the  hands  of  wholesalers  and  retailers  generally,  we  are  led  to  believe 
by  our  occasional  spot  checks  that  the  amount  is  at  a minimum,  very 
small  indeed. 

Mr.  Mattice.  In  the  hands  of  retailers,  for  instance? 

Mr.  Sanderson.  Both  retailers  and  wholesalers. 

Mr.  Mattice.  We  saw  in  the  papers  recently  w^here  either  the 
enforcement  agency  of  your  office  or  the  Alcoholic  Tax  Unit— I ana 
not  certain  as  to  which  organization  it  was — conducted  some  raids  in 
Baltimore  and  in  several  retail  establishments  which  they  searched, 
they  found  thousands  of  bottles  of  whisky,  stored  away  out  of  sight. 

Do  you  remember  reading  about  that? 

Mr.  Sanderson.  Yes,  I read  about  that. 

Mr.  Mattice.  Assuming  that  is  substantially  true  the  country 
over,  that  would  add  up  to  a pretty  good-sized  stock  in  the  hands  of 
retailers,  w'ould  it  not? 

Mr.  Sanderson.  If  it  were  generally  true. 

Mr.  Mattice.  And  probably  a much  larger  stock  in  the  hands  of 
retailers  than  normally  would  be  found  in  the  hands  of  retailers, 
wouldn’t  you  think? 

Mr.  Sanderson.  It  is  possible.  The  retailem’  stocks  are  apt  to 

be 

Senator  Ferguson.  They  loaded  up  just  before  the  tax  went  on  a 
year  ago? 

Mr.  Sanderson.  In  all  probability. 

Senator  Ferguson.  And  do  you  add  on  the  tax  now? 

Mr.  Sanderson.  Oh,  no. 

Senator  Ferguson.  How  do  you  keep  them  from  it? 

Mr.  Sanderson.  The  tax  is  added  only  after  the  tax  takes  effect 
and  is  paid. 

Senator  Ferguson.  He  stated  and  you  agreed  that  they  stocked 
up 

Mr.  Sanderson.  That  was  for  the  November  1,  1942,  taxes. 

Senator  Ferguson.  If  they  bought  the  liquor  before  that  date,  are 
they  allowed  now  if  they  sell  it  to  add  the  tax? 

Mr.  Sanderson.  They  have  paid  the  tax. 

Mr.  Mattice.  They  bought  it  before  the  tax  went  on. 

Senator  Ferguson.  Does  your  price  allow  them  to  add  that  tax 
to  all  liquor  sold? 

Mr.  Sanderson.  The  tax  is  paid  on  a floor  tax  on  all  inventory. 

Senator  Ferguson.  Both  wholesale  and  retail? 

Mr.  Sanderson.  Stocking  up  in  advance  of  the  tax  gives  no  relief 
from  the  payment  of  the  tax. 

Senator  Ferguson.  Then  you  want  to  correct  the  answer  to  Mr. 
Mattice  that  the  tax  is  paid  on  all  that  liquor,  whether  it  was  in  his 
warehouse  before  or  after? 
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Mr.  Sanderson.  That  is  right. 

Senator  Ferguson.  Did  you  take  scarcity  into  account  when  you 
placed  the  prices  on  liquor? 

Mr.  Sanderson.  No,  sir. 

Senator  Ferguson.  You  have  never  considered  scarcity? 

Mr.  Sanderson.  Not  as  a direct  factor,  because  our 

Senator  Ferguson,  Well,  indirectly,  how  did  you  consider  scar- 

Mr.  Sanderson.  Scarcity  is  not  a factor  in  determining  prices. 

Senator  Ferguson.  Then,  as  I understand  it,  it  had  nothing  to  do 
with  the  price? 

Mr.  Sanderson.  That  is  right. 

Senator  Ferguson.  And  as  far  as  you  are  concerned  now,  the  policy 
will  be  that  it  will  have  nothing  to  do  with  the  price? 

Mr.  Sanderson.  Unless  there  is  a definite  change  in  the  policy. 

Senator  Ferguson.  Which  is  not  in  sight  now? 

Mr.  Sanderson.  Not  in  sight  now. 

Senator  Ferguson.  Then,  as  I understand  it,  outside  of  the  retailers 
in  Baltimore  holding  this  liquor  back  to  feed  it  out  into  a black 
market,  they  can  never  hope  to  benefit.  They  might  as  well  sell  it 
today  and  get  their  profit  and  it  wUl  be  the  same  as  if  they  sold  it  on 
any  other  day? 

Mr.  Sanderson.  As  far  as  the  legal  ceding  is  concerned. 

Senator  Ferguson.  Doesn’t  that  lead  to  the  conclusion  that  there  is  a 
great  black  market  when  they  keep  it  off  their  shelves  and  are  holding 
it? 

Mr.  Sanderson.  Not  necessarily  so,  because  where  there  is  a 
voluntary  industry  rationing  of  any  item  and  a 

Senator  Ferguson.  Is  it  voluntary  for  the  retailers?  Do  you 
think  there  is  a voluntary  rationing  as  far  as  the  retader  is  concerned? 

Mr.  Sanderson.  Definitely. 

Senator  Ferguson.  Down  in  the  retailers? 

Mr.  Sanderson.  To  the  retailer. 

Senator  Ferguson.  I mean  the  retailer.  That  is  where  I under- 
stand the  liquor  is  stored. 

Mr.  Sanderson.  Without  attempting  to  speak  for  what  the  re- 
tailer may  have  in  mind,  when  he  knows  that  the  quantity  available 
for  distribution  is  limited,  that  the  processor  will  probably  o^y 
deliver  so  much  during  the  year  and  the  wholesaler  wdl  only  receive 
his  due  share  of  that,  and  the  wholesaler  will  then  ration  that  accord- 
ing to  the  retailer’s  purchases,  the  retader  who  is  fortunate  enough  to 
have  laid  in  before  rationing  took  effect,  a substantial  stock,  would  be 
in  the  same  position  of  rationing  voluntarily  his  stock  to  the  trade 
as  the  rest  of  the  industry  is,  and  he  might  have  the  same  considera- 
tions back  of  it. 

It  is  not  a question  of  holding  for  price,  but  a question  of  availability 
of  stock  to  sell. 

Senator  Murdock.  If  I may  interrupt,  certainly  it  is  also  a question 
of  holding  back  as  much  as  possible  the  article  for  which  there  is  the 
greatest  demand  in  order  to  keep  the  customer  coming  in. 

Senator  Ferguson.  And  to  sell  him  wine.  Is  that  a violation  of 
the  ceding? 
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Senator  Murdock.  Not  selling  wine.  He  holds  it  back  with  the 
idea  of  a kind  of  leader,  just  like  in  certain  grocery  stores  so  the 
customers  keep  coming  in  in  order  to  get  the  highly  rationed  articles, 
and  while  in  there  they  wdl  get  rid  of  articles  to  them,  such  as  gin, 
brandy,  rum,  and  wine. 

Mr.  Sanderson.  It  sounds  like  good  merchandising  if  done  legally. 

Senator  Murdock.  There  is  no  question  but  what  it  is  legal.  No 
retader  has  to  seU  his  dozen  fifths  of  Old  Taylor  or  any  other  popular 
brand  of  whisky  to  one  customer.  He.  can  ration  it  out,  a bottle  to 
each  customer  that  comes  in,  rather  than  letting  one  get  away  with  a 
dozen  quarts. 

If  you  have  information  on  that,  isn’t  that  exactly  what  is  happen- 
ing in  W’  ashington  today? 

Mr.  Sanderson.  W e have  no  direct  information.  Senator.  We 
would  believe  that  is  one  of  the  many  possible  uses  that  might  be 
made  of  having  a stock,  let  us  say,  stored  up  against  the  future. 

Senator  Murdock.  But  why  would  anybody  want  to  hold  a stock 
of  whisky  if  he  could  convert  it  into  cash  and  take  his  profit  and  be 
through  "with  it?  He  can’t  increase  his  profit  any  under  the  system 
of  price  fixing.  So  then  it  seems  to  me  only  good  business,  unless  the 
other  factor  of  good  merchandising  comes  into  the  picture,  to  let  it  go 
and  get  his  money  and  take  his  profit. 

Mr.  Sanderson.  If  he  were  planning  to  close  out  his  business,  that 
would  probably  be  a good  answer.  He  probably  wants  to  keep  going 
during  the  emergency  period,  and  he  may  foresee  that  deliveries  oyer 
the  next  6 months  or  a year  may  be  limited.  He  may  be  now  receiving 
only  a part  of  a case,  and  before  he  was  able  to  get  5-  or  10-case  lots. 

If  he  has  a shortage  and  wants  to  parcel  it  out,  that  may  seem  to 
be  good  merchandising. 

Senator  Murdock.  May  I take  you  back  a minute  to  the  tax 
question.  You  say  all  this  whisky  has  been  taxed,  the  tax  is  paid. 

Mr.  Sanderson.  That  is  right. 

Senator  Murdock.  Now,  let’s  go  back  to— when  was  the  first 
increase  in  tax  imposed? 

Mr.  Sanderson.  December  1942. 

Senator  Murdock.  And  prior  to  that? 

Mr.  Sanderson.  October  1941.  No  price  control  then. 

Senator  Murdock.  Let’s  go  back  to  November  1942.  I think 
your  statement  was  that  all  the  retailers  stocked  up  at  that  time  to 
avoid  the  additional  ta.x. 

Mr.  S.\NDERSON.  Not  to  avoid  the  additional  tax.  The  consumer 
is  the  one  who  can  avoid  the  additional  tax  by  buying  before  the  tax 
goes  into  effect. 

Senator  Murdock.  There  is  no  way  for  the  retailer  to  do  that? 

Mr.  S.\NDERSON.  Only  to  sell  before  the  tax  takes  effect. 

Senator  Murdock.  Suppose  he  bought  and  stocked  up  all  the 
available  storage  that  he  had  prior  to  the  imposition  of  the  tax,  or 
prior  to  the  effective  date  of  the  tax.  Then  would  he  merely  have  to 
pay  the  tax  after  the  date  that  the  tax  became  effective  on  the  stock 
he  had  on  hand? 

Mr.  Sanderson.  The  tax  at  midnight  on  November  1 was  assessed 
on  every  bottle  in  his  stock.  The  actual  payment  is  prorated  over  a 
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period  under  a Treasury  Department  regulation.  And  starting  on 
November  1,  1942,  he  can  add  the  tax  to  his  selling  price. 

The  reason  the  retailer  stocked  up  in  October  was,  however,  not  to 
carry  it  over,  but  to  sell  it  out  prior  to  midnight,  October  31,  because 
the  consumer  could  buy  it  then  35  to  50  cents  a bottle  less. 

Senator  Murdock.  But  there  was  no  advantage  to  the  retailer  so 
far  as  the  tax  was  concerned? 

Mr.  S.\NDERSON.  That  is  correct. 

Senator  Ferguson.  Did  Mr.  Brownlee  have  anything  to  do  with 
placing  the  price  on  these  liquors? 

Mr.  S.\NDERsoN.  Mr.  Brownlee  is  Deputy  Administrator  in  charge 
of  prices  for  the  Office  of  Price  Administration,  and  in  the  course  of 
his  official  position  reviews  all  price  actions  taken  by  any  department 
in  the  Office. 

Mr.  Brownlee  is  here  and  I would  prefer  to  have  him  say  what 

Senator  Ferguson.  Do  you  know  whether  he  had  anything  to  do 
with  prices? 

Mr.  Sanderson.  Certain  portions  of  the  regulation  were  signed  by 
Mr.  Brownlee  as  part  of  his  office  as  Deputy  Administrator,  and  other 
parts  were  not. 

Senator  Ferguson.  Did  he  place  the  price  on  the  liquor? 

Air.  Sanderson.  Insofar  as  any  official  of  the  Office  of  Price 
Administration  can  be  said  to  place  the  prices. 

He  signed  certain  portions  of  this  regulation  as  one  of  the  officials 
of  the  Office. 

Senator  Ferguson.  Who  has  the  ultimate  say  in  the  fixing  of 
prices? 

Mr.  Sanderson.  The  various  price  administrators  have  the 
ultimate  say. 

Senator  Ferguson.  Did  you,  in  the  liquor  branch,  have  it  to  say? 

Mr.  Sanderson.  W^e  have 

Senator  Ferguson.  I am  trying  to  get  at  how  you  operate,  how 
you  fix  the  price. 

Air.  S.\NDERS0N.  The  gathering  of  facts,  the  determination  of  the 
advisability  of  issuing  a regulation,  is  in  general  the  responsibility  of 
the  Beverage  Section. 

The  determination  of  policy  as  to  whether  such  regulation  should 
be  passed  and  the  nature  of  it,  is  the  determination  of  the  officials  of 
the  Office  at  a higher  level  than  ours,  the  final  determination,  of  course, 
being  with  the  Administrator. 

Wben  we  recommend  that  certain  action  be  taken,  if  it  is  within 
a previously  cleared  price  policy,  we  proceed  to  prepare  the  regulation. 
If  it  involves  a question  of  policy,  we  present  that  policy  for  clearance 
through  the  various  officials  before  we  take  the  action. 

Senator  Ferguson.  Does  Air.  Brownlee  pass  on  the  question  of 
policy? 

Air.  Sanderson.  Air.  Brownlee  is  the  head  of  the  Price  Division. 

Senator  Ferguson.  Did  he  pass  on  this  policy? 

Air.  Sanderson.  The  policy  of  determining 

Senator  Ferguson.  Yes. 

Air.  Sanderson.  It  would  be  my  opinion  that  Air.  Brownlee  per- 
sonally did  not  participate  in  any  direct  determ.ination  of  the  policy 
relathig  to  the  prices  established  in  this  regulation. 
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Senator  Ferguson.  Wliat  I meant  to  get  at  is  this:  YTio  decided 
that  you  would  fix  prices  on  all  new  brands,  but  you  would  allow  old 
brands  to  retain  their  ceiling  prices  as  of  Alarch  1,  1942? 

' Air.  Sanderson.  Well,  I shoidd  say  that  was  a joint  determination 
by  the  administrators. 

Senator  Ferguson.  Well,  who  did  it? 

Air.  Sanderson.  By  Air.  Henderson  during  his  term  of  office. 

Senator  Ferguson.  This  was  not  during  Air.  Henderson’s  term  of 
office,  was  it? 

Air.  Sanderson.  You  asked  as  to  the  whole  policy. 

Senator  Ferguson.  That  policy  to  put  the  one  price  for  those 
brands  that  were  sold  as  of  that  date,  yet  allowed  the  retail  and 
wholesale  prices  to  exist,  and  then  you  made  a new  price  on  all  new 
brands  since  that  date. 

Air.  Sanderson.  That  is  the  customary,  long-standing  general 
practice.  We  have  attempted  to  maintain  the  status  quo  of  Alarch 
1942,  as  far  as  possible,  not  to  disturb  the  method  of  business  in 
Alarch  1942,  so  far  as  practical  to  mainta'm  the  dollars  and  cents 
mark-up  allowed  to  each  seller  in  Alarch  1942.  And  we  drew  a line 
and  said,  “There  is  one  group  of  commodities,  one  list  of  iterns,  that 
we  will  endeavor  to  keep  so  that  the  prices  won’t  go  up.  We  will  keep 
them  as  they  are.” 

Senator  Ferguson.  Don’t  you  consider  the  cost  of  doing  business 
in  prices? 

Air.  S.ANDERSON.  Yes,  sir. 

Senator  Ferguson.  Then,  if  a man  is  rationing  himself  and  he  is 
only  selling  a few  compared  to  his  old  business,  and  he  is  paying  the 
same  rent  and  all,  do  you  allow  him  to  charge  extra? 

Air.  S.ANDERSON.  No,  sir. 

Senator  Ferguson.  Then  volume  doesn’t  enter  into  it? 

Air.  Sanderson.  No,  sir;  volume  does  not  enter  into  it.  We  are 
forced  to  consider  that  there  is  such  a question  as  volume,  but  my 
previous  answer  was  that 

Senator  Ferguson.  Scarcity  had  nothing  to  do  with  it. 

Air.  Sanderson.  Scarcity  does  not  determine  the  basic  price,  and 
we  have  not  made  allowances  for  the  decrease  in  volume  in  this  matter 
of  price  control  on  distilled  spirits. 

Senator  Kilgore.  When  was  it  that  we  stopped  the  manufacture 
of  beverage  alcohol? 

Air.  Sanderson.  October  8,  1942. 

Senator  Kilgore.  ^Vlien  was  it  we  fixed  this  date?  What  was  the 
date  on  which  you  went  back  and  determined  that  hi  Alarch  1942, 
prices  would  be  frozen? 

Air.  S.ANDERSON.  April  28,  1942,  was  the  date  the  General  Alaxi- 
mum  Price  Regulation  was  issued. 

That  set  the  month  of  Alarch  1942,  as  the  freeze  period  for  all  items 
not  then  under  price  control. 

Senator  Kilgore.  And  in  April  you  fixed  a day  in  Alarch  as  the 
determining  date  on  which  prices  would  freeze? 

Air.  Sanderson.  We  fi.xed  the  month  of  Alarch  as  the  date. 

Senator  Kilgore.  And  later  in  the  same  year  they  stopped  the 
manufacture  of  alcohol  for  beverage  purposes  and  made  all  plants  con- 
vert hi  to  industrial  alcohol.  Is  that  right? 
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Mr.  Sanderson.  That  is  correct. 

Senator  Kilgore.  All  the  liquor  that  has  come  on  the  market  since 
that  time  has  been  liquor  manufactured  before  March  1,  1942? 

Mr.  Sanderson.  Very  little  whisky  was  made  after  March  1942; 
the  original  W.  P.  B.  order  restricting  the  production  of  beverages 
was  made  approximately  the  4th  of  March  1942. 

A large  number  of  distillers  voluntarily  went  on  to  a 100-alcohol 
basis.  There  was  some  production  between  March  1942,  and  October 
8,  1942,  but  relatively  small. 

Senator  Kilgore.  But  that  is  so  green  it  is  not  on  the  market, 
that  production  between  those  dates? 

Air.  Sanderson.  Green  is  relative,  of  course. 

Senator  Kilgore.  I am  asking  you:  Has  any  of  that  gone  into 
beverage  liquor  to  the  consumer? 

Air.  S.^NDERSON.  I wouldn’t  know  because  there  is  no  restriction 
against  marketing  of  whisky  at  6 months  of  age.  It  is  not  customary. 
There  may  be  some,  but 

Senator  Kilgore.  But,  as  you  say,  there  was  very  little  liquor 
manufactured  between  Alarch  and  the  date 

Air.  Sanderson.  October  8,  1942. 

Senator  Kilgore.  All  right.  So  that  the  same  old  liquor  that 
was  in  the  barrels  on  the  1st  day  of  Alarch  1942,  is  the  liquor  that 
has  now  attamed  some  5,000  extra  and  additional  names  and  labels; 
isn’t  it? 

Air.  Sanderson.  Part  of  it  has  been  offered  under  new  labels,  of 
course. 

Senator  Kilgore.  Isn’t  it  a fact  that  there  have  been  about  5,000 
new  labels  coming  in  since  that  time?  Or  am  I wrong  in  the  figure? 

Air.  AIattice.  Three  thousand. 

Senator  Kilgore.  And  it  is  just  the  same  liquor  as  made  before 
that;  isn’t  it? 

Air.  Sanderson.  It  is 

Senator  Kilgore.  Answer  the  question.  Isn’t  the  stuff  in  the 
bottle  that  bears  this  new  label,  the  same  stuff  that  had  some  other 
label  on  it  probably  prior  to  that  date? 

Air.  Sanderson.  It  must  of  necessity  be  the  same  whisky,  because 
no  whisky  has  been  made.  It  may  not  be  the  same  commodity  be- 
cause it  may  be  a blend  with  other  spirits,  which  were  not  used  in 
Alarch  1942,  but  the  whisky  part  of  the  item  must  necessarily  be  the 
same  whisky  because  no  appreciable  amount  of  whisky  has  been  made 
since  Alarch  1942. 

Senator  Kilgore.  And  if  anything,  it  is  not  as  good  a grade  be- 
cause it  has  been  blended  down  by  the  introduction  of  more  neutral 
spirit  blends,  and  things  of  that  kind,  in  order  to  increase  the  quantity 
of  bottled  goods. 

Air.  Sanderson.  That  is  a matter  of  taste. 

Senator  Kilgore.  Wait  a minute.  Well,  has  it  improved?  Has 
it  been  an  improvement  to  put  this  neutral  spirits  and  water  in  it? 

Air.  Sanderson.  That  again  is  a matti-r  of  taste.  One  can’t 
answer  which  is  the  better,  a sweet  orange  or  a sour  orange,  because 
it  depends  on  which  you  like. 

One  can’t  answer  whether  a full,  heavy-bodied  straight  whisky  is 
better  than  a blend  because  it  depends  on  which  you  like  better,  and 
we,  in  our  pricing,  make  no  comparisons  as  to  quality  in  stating  that 
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any  specific  blend  or  straight  or  blend  of  straights  or  anything  else, 
is  better  than  the  other,  because  we  appreciate  that  is  purely  a matter 
of  consumer  taste. 

Senator  Kilgore.  Well,  now,  let’s  get  an  analogy  up  here.  We 
will  say  that  I have  been  manufacturing  a shirt  to  sell  for  $1.25  as  of 
Alarch  1942,  and  some  other  fellow  has  been  making  a shirt  that,  due 
to  better  workmanship  and  that  sort  of  thing,  although  the  cloth  would 
measure  to  about  the  same  number  of  threads,  is  the  same  thing  and 
would  sell  for  $2.  If  I take  his  labels  and  put  on  my  $1.25  shirt,  that 
would  be  a violation  of  law,  to  get  $2  out  of  them? 

Air.  Sanderson.  Yes;  if  you  are  stealing  his  $1.25. 

Senator  Kilgore.  I take  the  labels  off  my  shirt,  and  put  his  labels 
on  them.  Is  that  right? 

Air.  Sanderson.  That  would  be  the  equivalent  of  misbranding 

I would  say.  , . j 

Senator  Kilgore.  All  right.  I take  the  labels  off  my  shirts  and 
put  an  unknown  label  on  and  say  that  inasmuch  as  the  quality  of  my 
shirts  is  as  good  as  his  I am  entitled  to  $2  because  I have  a new  label. 

Air.  Sanderson.  That  isn’t  what  our  pricing  system  is  worked  on. 

Senator  Kilgore.  Isn’t  that  the  same  as  this  liquor-pricing  proposi- 
tion? 

Air.  Sanderson.  No,  sir. 

Senator  Kilgore.  Retailers  have  made  statements  here  to  this 
effect:  That  all  5-year-old  whisky  by  virtue  of  labels,  new  labels,  low- 
priced  qualities  of  4-  or  5-year  bonded  whisky,  have  been  by  virtue  of 
an  entirely  new  brand  or  label,  able  to  raise  it  up  to  the  highest-priced 
brand  of  the  same  age  and  proof,  just  by  the  printing  of  a new  label, 
and  that  is  what  they  have  been  doing  and  that  is  the  purpose  of  get- 
ting new  labels,  and  abandoning  the  old  labels,  to  bring  it  up  to  Old 
Granddad  and  Old  Forester,  and  things  of  that  kind. 

Mr.  Sanderson.  To  put  it  mildly,  that  is  an  exaggeration  of  the 
situation.  Some  fellows  have  attempted  that  thing,  to  use  the  Old 
Granddad  and  the  Old  Taylor  price  instead  of  Zilch’s.  It  is  not  pro- 
vided in  our  regulations  at  all,  and  any  such  pricing  is  a violation,  and 
in  many  cases  our  enforcement  people  have  taken  action  against  such 
improper  pricing. 

Senator  Kilgore.  Let’s  make  a supposition  that  a certain  company 
has  been  operating  under  the  brand  of  “Joe  Doakes’  Favorite  Bonded 
Whisky,”  and  they  have  quite  a stock  of  Joe  Doakes’  Favorite  Bonded 
Whisky  in  the  warehouse.  By  changing  their  corporate  name  and 
getting  a new  label  they  raise  it  to  the  price  of  Old  Granddad.  Has 
that  been  going  on? 

Air.  Sanderson.  It  may  have  gone  on.  It  is  not  in  accordance  with 

anything  we  have  here.  _ • i • v. 

In  the  first  place,  to  change  the  corporate  name  carries  with  it  the 

ceiling  of  the  old  brand. 

Senator  Kilgore.  A new  bottler  comes  in  with  a new  brand  of 
whisky  and  savs  it  is  100-proof  5-year-old  bourbon  whisky.  Isn’t  it 
a fact  then  that  it  is  automatically  fixed  at  the  price  of  the  best  grade 
of  5-year-old? 

Air.  Sanderson.  No,  sir. 

Senator  Kilgore.  How  do  you  fix  it  then? 

Senator  AIurdock.  \Miat  are  the  factors  that  go  into  the  establish- 
ment of  the  price  by  you,  if  you  are  the  one  that  establishes  it?  That 
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ought  to  be  a simple  question,  to  give  us  the  factors  you  consider  in 
the  establishment  of  the  price. 

Mr.  S.\NDERSON.  There  are  two  questions  here  in  one. 

In  the  first  place,  What  happened  before  this  new  regulation?  This 
establishes  a flat  price 

Senator  Kilgore.  When  did  that  new  regulation  come  in? 

Mr.  Sanderson.  Effective  January  6,  1944. 

Senator  Ferguson.  Give  them  both. 

Mr.  Sanderson.  Well,  let  me  explain  the  fii’st  system  which  was 
in  existence  between  March  of  1942  and  January  1944. 

Pricing  then  was  done  by  comparing  with  the  same  item  or  the 
nearest  item  to  it  sold  by  the  particular  selhjr.  So  if  you  were  selling 
Joe  Doakes’  80-proof  4-year-old  whisky  and  you  decided  to  come  out 
with  Joe  ZUch’s  80-proof 

Senator  Ferguson.  Make  it  100. 

Senator  Kilgore.  Let’s  get  good  whisky. 

Mr.  Sanderson.  All  right.  You  decide  to  go  out  with  Joe  Zilch’s 
also  100  proof.  You  have  a direct  comparison  with  the  first  brand, 
and  have  to  use  the  former  price. 

Senator  Ferguson.  But  he  changed  the  proof  too. 

Senator  Kilgore.  I changed  the  corporate  holding. 

Mr.  Sanderson.  If  you  change  the  corporate  holding,  of  course, 
in  acquiring  the  assets  of  the  previous  company,  you  acquired  the 
ceilings. 

If  you  changed  the  proof,  you  have  a new  item  of  whisky.  If  you 
changed  it  from  100  down  to  90,  and  you  had  no  90-proof  whisky  or 
anything  very  near  it,  then  you  had  to  go  to  the  most  closely  com- 
petitive seller  of  the  item,  which  was  the  90-proof  whisky. 

And  by  the  most  closely  competitive  seller,  you  had  to  take  the 
nearest  seller  to  the  same  type  of  trade  in  the  same  locality  and  in 
approximately  the  same  manner,  and  on  the  same  basis,  taking  into 
consideration  whether  you  were  a national  or  not  a national  adver- 
tiser, whether  you  were  a local  wholesaler  or  a national  wholesaler. 

Senator  Ferguson.  Do  I understand  if  you  were  a national  adver- 
tiser y^ou  could  charge  a higher  price? 

Mr.  Sanderson.  The  national  advertised  brands  had  possibly  in 
certain  cases,  a higher  level  of  prices. 

Senator  Ferguson.  All  right.  But  you  said  if  you  were  a national 
advertiser  you  could  go  into  that  bracket  and  charge  a higher  price 
for  that  same  liquor,  whether  you  were  advertising  that  brand  or  not. 

Mr.  Sanderson.  I didn’t  say  that. 

Senator  Ferguson.  What  did  you  say? 

Mr.  Sanderson.  I said,  if  the  same  factors  were  present  in  the 
two  brands,  if  I were  a national  advertiser  and  intend  to  nationally 
advertise  this  brand,  I would  use  the  competitive  price 

Senator  Ferguson.  Then  you  could  charge  as  a national  advertiser 
and  put  that  in  the  price? 

Mr.  Sanderson.  Oidy  if  I were  carrying  on  the  same  national 
advertising. 

Senator  Ferguson.  Then  the  public  are  paying  the  advertising 
bills  directly. 

Air.  Sanderson.  The  public  are  continuing  to  pay  them;  they 
always  have. 
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Senator  Ferguson.  Directly,  because  of  price  fixing  by  the 

O.  P.  A.  . . 

Air.  Sanderson.  No;  because  of  a customary  practice  m the 

industry. 

As  a rule  the  nationally  advertised  brands  have  established  them- 
selves at  a higher  price  level.  Insofar  as  any  nationally  advertised 
commodity  on  the  market  may  be  said  to  be  higher  priced,  insofar  as 
the  public  pays  for  the  advertising,  that  statement  would  be  true. 

Senator  Kilgore.  Let’s  get  into  the  blending  now.  An  A,  a 
rectifier,  has  been  putting  out  a blend  of  30  percent  bonded  whisky 
and  70  percent  neutral  spirits  and  water.  We  will  say  it  has  been 
selling  for  $1.50  a fifth,  or  a quart. 

He  has  to  buy  from  a bonded  warehouse,  doesn’t  he,  his  base 
whisky? 

Air.  Sanderson.  A broker  or  distiller. 

Senator  Kilgore.  A distiller.  He  decides  he  is  not  making  enough 
money  on  that  so  he  incorporates  B,  and  B come  out  as  an  entirdy 
new  rectifier.  He  produces  a 30-percent  whisky  base,  70-percent 
neutral  spirits,  and  puts  out  a new  brand.  The  stockholders  of  A own 
B also.  Now,  how  are  you  going  to  determine  B’s  new  brand,  the 
price  of  it? 

Air.  Sanderson.  By  the  price  of  A’s. 

Senator  Kilgore.  How? 

Senator  Ferguson.  He  has  no  connection,  so  far  as  you  are  con- 
cerned. 

Air.  Sanderson.  The  most  closely  competitive  seller  of  the  same 
item. 

Senator  Kilgore.  Do  you  go  back  to  find  where  A got  his  whisky? 

Air.  Sanderson.  We  go  to  the  selling  price. 

Senator  Kilgore.  He  is  a newcomer  in  the  field,  and  his  price  is 
fairly  new.  It  is  much  lower  than  other  competitors  who  have  built 
themselves  up,  and  he  decides  he  wants  more  money  for  his  blend. 
He  is  frozen  over  here,  but  he  gets  over  there  with  a new  company 
and  a new  brand.  He  can  come  up  to  his  competitors  that  he  was 
frequently  underselling. 

Air.  Sanderson.  No. 

Senator  Kilgore.  'Why  can’t  he? 

Air.  Sanderson.  Because  he  must  establish  his  price  by  his  clo^st 
competitive  seller  of  the  same  item. 

Senator  Kilgore.  This  man  is  no  longer  a competitor.  They 
have  gone  out  of  business. 

Air.  Sanderson.  And  the  most  closely  competitive  seller  in  March 
1942— 

Senator  Kilgore.  He  wasn’t  in  business  in  1942. 

Mr.  Sanderson.  Who  wasn’t? 

Senator  Kilgore.  A was,  but  B was  not,  so  10  other  companies  have 
higher  prices. 

Mr.  Sanderson.  The  circumstances  you  relate  lead  to  no  other 
conclusion  than  that  A was  the  most  closely  competitive  seller  of  the 
same  item  as  E,  who  is  practically  nothing  but  a successor  company. 

Senator  Kilgore.  All  right  then.  What  caused  all  these  new 
brands?  Tell  me  the  basic  cause  for  all  the  new  brands. 

Air.  Sanderson.  The  person  who  by  a certain  amount  of  stretchkig 
went  beyond  these  requirements,  who  read  into  the  regulation  the 
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permission  to  explore  more  widely  into  the  field  of  seeking  his  most 
closely  competitive  seller,  and  wdio  did  not  completely  follow  the 
principle  of  the  regulation  in  establishing  his  price. 

Senator  Kilgore.  Are  you  talking  about  the  new  rectifier  or  some- 
body in  the  price  fixing  who  explored  new  fields?  WTiich  one  explored 
the  new  fields  too  thoroughly? 

Mr.  Sanderson.  The  rectifier. 

Senator  Kilgore.  But  he  had  nothmg  to  do  with  fixmg  price.  You 
hunted  his  competitor  up. 

Mr.  Sanderson.  He  fixed  his  own  price. 

Senator  Kilgore.  After  March? 

Mr.  Sanderson.  Surely. 

Senator  Kilgore.  Don’t  you  have  anything  to  do  wdth  his  price 
ceiling? 

Mr.  Sanderson.  We  determine  how  he  shall  determine  his  price 
ceiling. 

Senator  Kilgore.  That’s  what  we  all  want  to  know. 

Senator  Murdock.  Tell  us  what  goes  into  that  price  fixing. 

Senator  Kilgore.  And  what  control  is  exercised  over  it. 

Mr.  Sanderson.  To  the  first  question,  what  goes  into  it  is  the 
ceiling  price  in  March  1942  of  the  same  ittim  by  the  identical  seller 
or  by  his  most  closely  competitive  seller  of  the  same  general  type. 

Senator  Ferguson.  And  he  determined  that  himself? 

Senator  Murdock.  When  you  say  the  idimtical  item,  do  you  mean 
the  identical  brand  or  a new  brandy 

Mr.  Sanderson.  Containing  the  identical  contents. 

Senator  Kilgore.  The  age  and  proof  of  the  whisky  is  identical. 

Mr.  Sanderson.  That  is  right. 

Senator  Kilgore.  So  if  he  comes  out  with  a new  brand  you  go  back 
to  his  competitors  and  the  factors,  as  I understand  you,  that  enter  into 
it  are  the  age  of  the  whisky  and  the  proof? 

Mr.  Sanderson.  And  the  formula  if  it  is  a blend,  or  if  it  is  a blend 
of  straights.  There  are  those  three  factors  concerned  and  no  others. 

Senator  Ferguson.  But  until  recently  he  did  that  himself? 

Mr.  Sanderson.  That  is  right. 

Senator  Ferguson.  And  he  brought  it  in  and  you  approved  it? 

Mr.  Sanderson.  No,  sir. 

Senator  Ferguson.  What  did  he  do? 

Mr.  Sanderson.  He  established  the  price  a,nd  filed  it  in  his  own 
establislunent  wdiere  it  w-as  available  for  checking  by  O.  P.  A. 

Senator  Ferguson.  Then  you  had  to  go  there  to  approve  it  and 
you  didn’t  have  enough  men  to  do  that? 

Mr.  Sanderson.  No,  sir. 

Senator  Ferguson.  And,  therefore,  he  made  his  own  price. 

Mr.  Sanderson.  He  estabhshed  his  own  price  under  rules  deter- 
mined by  us.  11. 

Senator  Kilgore.  Established  his  own  price  under  his  own  very 

rosy  view  of  those  rules.  Is  that  right?  O.  P.  A.  had  nothing  to  do 
with  that  except  to  promulgate  the  rules  and  he  fixed  the  price. 

Mr.  Sanderson.  He  selected  the  most  closely  competitive  item 
under  notice  from  us  that  it  should  be  done  in  such  and  such  a way. 

Senator  Kilgore.  Suppose  he  didn’t  select  that?  Siippose  he  got 
very  optimistic  as  to  who  his  competitor  was  and  he  said  “My  com- 
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petitor  is  the  highest  priced  in  the  same  analysis.”  What  did  0.  P.  A. 

Mr.  Sanderson.  If  O.  P.  A.  caught  up  with  him  they  took  enforce- 
ment. 

Senator  Kilgore.  How  many  times  did  they  do  that? 

Mr.  Sanderson.  I can’t  answer.  Anything  that  reaches  that  stage 

is  out  of  my  hands.  . i , . i xu 

Senator  Kilgore.  Could  you  ascertain  and  furnish  us  vnth  the 

number  of  cases  and  the  names  of  the  people? 

Mr.  Sanderson.  Mr.  Epstein  is  here. 

Senator  Ferguson.  But  the  price-fixing  really  lost  control  when 
they  issued  the  bulletin  and  said,  ^*You  use  this  formula.  dhen  it 

went  to  the  enforcement? 

Senator  Kilgore.  Now,  what  are  you  doing? 

Mr.  Sanderson.  Now,  when  he  comes  out  with  a new  brand  we 

have  a table  of  figures  that  he  goes  to.  . 

Senator  Kilgore.  Don’t  you  tell  him  anything  about  Ins  price.'’ 
Mr.  Sanderson.  We  tell  him  now,  it  is  right  here. 

Senator  Kilgore.  Does  he  file  with  you  the  schedule  of  that  price, 

or  does  he  file  it  in  his  store? 

Mr,  Sanderson.  He  files  with  us.  He  has  a dollars-and-cents  figure 
here  and  can't  do  anything  else  except  find  the  right  one,  and  then  he 
turns  in  to  us  what  he  has  found,  and  if  we  find  he  has  made  a mistake 
in  addition  or  subtraction  we  go  back  and  correct  it. 

Senator  Kilgore.  And  then  you  notify  him  accordingly . 

Mr.  Sanderson.  Definitely.  There  is  no  guesswork  about  it  and 
no  reaching  out  with  rose-colored  glasses  to  somebody’s  ceiling  that 

isn’t  correct.  * , , i .-r 

Senator  Kilgore.  Has  there  been  any  effort  made  to  rectify  those 

erroneously  reached  ceilings?  Has  the  new  table  been  checked  by 
O.  P.  A.  against  the  old  price  ceilings  as  to  futures? 

Mr.  Sanderson.  That  is  being  done  constantly.  1 he  reports  that 
fl.rc  now  being  filed  under  this  will  indicate  the  extent  of  the  adjust- 
ment.  As  soon  as  these  reports  are  in  that  will  determine  the  extent 

of  the  overpricing  that  existed  before.  i • i t 

Senator  Ferguson.  You  allowed  him  to  use  this  formula,  as  1 

understand  it,  from  August  1942  to  January  of  1944. 

Mr.  Sanderson.  That  is  correct. 

Senator  Murdock.  WTiat  explanation  have  you,  if  any,  as  to  all 

these  new  brands  coming  into  the  picture? 

Mr.  Sanderson.  There  are  two  or  three  controlling  reasons.  Ihe 
one  we  have  just  been  speaking  of,  the  man  who  used  that—— 
Senator  Murdock.  WTiat  were  the  words  you  used  there?  Iwo 

or  three  controlled? 

Mr.  Sanderson.  Controlling.  . — 

Senator  Murdock.  I wasn’t  sure  if  you  said  controUea  • or 

Sanderson.  The  man  who  wished  to  evade  the  establishment 
of  a.  correct  ceiling  price  and  who  stepped  out  of  his  price  and 
took  an  improper  ceiling,  of  course,  accounts  for  a certain  number  of 
them  Others  are  accounted  for  by  the  inability  to  maintain  the 
same  type  of  spirits  due  to  the  particular  processor  mnning  out  of 
continuity,  and  being  obliged  to  change  his  brand  in  one  way  or 

another. 
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Others,  possibly,  and  in  some  cases  definitely,  are  due  to  the  fact 
that  having  to  use  imported  spirits  in  spirit  blends,  in  place  of  domestic 
neutral  grain  spirits,  some  processors  thought  it  advisable,  because 
that  was  considered  only  a temporary  measure,  to  establish  those  under 
new  brands. 

Senator  Murdock.  Are  the  imported  neutral  spirits  that  were 
being  used  for  blending  purposes  of  inferior  quality  to  what  was  used 
formerly? 

Mr.  Sanderson.  Imported  spirits  are  generally  cane  spirits  coming 
mostly  from  the  Caribbean  area,  mostly  from  Cuba.  Certain  manu- 
facturers, we  believe,  don’t  feel  they  are  of  equal  quality.  It  is  again 
a matter  of  taste. 

Senator  Murdock.  Do  you  think  that  the  bringing  in  of  aU  these 
new  blends  has  affected  adversely  the  purchasing  public  to  the  advan- 
tage of  the  liquor  dealer? 

Mr.  Sanderson.  No.  On  the  contrary,  we  believe  that  were  there 
not  some  latitude  in  bringing  out  new  brands,  that  a substantial 
amount  of  the  whisky  that  was  held  by  distributors,  wholesalers,  and 
others  might  never  have  reached  the  market. 

Senator  Ferguson.  Why  did  you  change  the  rule?  Wliy  did  you 
allow  them  to  go  on  with  the  3,000  new  brands? 

Mr.  Sanderson.  We  have  not  changed  the  rule  so  far  as  permitting 
them  to  bring  out  the  new  brands.  We  have  had  to  change  the  level 
of  prices  because  it  did  get  high,  it  got  away,  of  course. 

Senator  Murdock.  Do  you  find  the  tendency  on  the  part  of  the 
dealers  to  evade  your  price  ceilings  for  their  own  advantage? 

Mr.  Sanderson.  We  find  that  the  industry  is  typical  of  all,  that 
it  has  some  chiselei’s.  I think  perhaps  that  is  a general  characteristic 
of  all  business. 

We  are  not  all  perfect.  We  believe  that  the  rank  and  file  of  the 
industry,  as  we  have  encountered  it,  is  making  an  honest  effort  to 
carry  out  these  regulations,  to  sell  at  the  prices  we  establish,  to  coop- 
erate in  notifying  the  public  what  the  pricci  is,  and  to  sell  at  the 
ceding  price. 

Senator  Murdock.  WTiat  devices  do  the  chiselers  use  to  evade  the 
price  ceilings? 

Mr.  Sanderson.  I have  had  no  contact,  fortunately,  with  the 
devices.  Now  and  then  we  get  calls  from  a great  many  people  all 
over  the  country,  on  the  telephone,  and  we  hear  of  various  matters. 

I think  perhaps  the  two  that  are  best  known  in  the  trade,  or  those 
that  we  hear  most  about,  are  the  so-called  tie-in  sale  in  which  an 
effort  is  made  to  sell  some  unwanted  items  along  with  the  particular 
wanted  items. 

Senator  Murdock.  That  doesn’t  have  any  effect  on  the  price  ceil- 
ing, does  it? 

Mr.  Sanderson.  It  might.  The  other  being  the  so-called  under- 
the-counter  sale  or  sale  at  over  the  ceiling  price. 

In  our  handling  of  the.  pricing  I repeat  that  we  have  found  a majority 
of  the  industry  complying  with  the  regulations. 

Senator  Ferguson.  Have  you  had  many  complaints? 

Mr.  Sanderson.  Yes;  we  have  a large  file  of  miscellaneous  com- 
plaints, mostly  in  the  form  of  personal  letters  and  telephone  calls. 

We  have  a limited  force  avadable  for  investigation  of  the  situation 
but  we  have,  of  course,  as  you  have  seen  in  the  paper  from  time  to 
time,  taken  action  in  various  parts  of  the  country. 


Senator  Ferguson.  You  say  there  is  not  much  of  this  so-caUed 
black  market.  I was  reading  in  the  paper  where  one  man  in  the 
District  paid  $200,000.  That  is  quite  an  item,  isn’t  it? 

Mr.  Sanderson.  Compared  with  distribution 

Senator  F erguson.  In  one  company  that  is  quite  an  item.  Do  you 
know  whether  an  actual  audit  was  made  to  determine  really  what  he 
did  sell  above  the  prices? 

Mr.  Sanderson.  There  again  Mr.  Epstein  has,  at  your  request, 
brought  the  facts  and  the  files,  so  he  can  answer  that. 

Senator  Ferguson.  But  you  didn’t  ascertain  anything  in  connec- 
tion with  your  work? 

Mr.  Sanderson.  All  enforcement  action  is  entirely  divorced  from 
anything  we  do. 

Mr.  Mattice.  Wliat  are  the  percentages  which  wholesalers  and 
retailers  are  permitted  as  a mark-up?  You  have  not  given  the  figure 
yet. 

Mr.  Sanderson.  The  percentage  for  distilled  spirits  is  15  percent 
for  wholesalers  and  33.3  percent  to  retailers. 

Mr.  M.\ttice.  Now,  let  me  ask  you  this:  In  accomplishing  those 
mark-ups,  take  jmur  wholesaler  who  takes  a case  of  whisky.  Let’s 
assume  it  was  imported  and  cost  him  $12.  There  was  some  customs 
dut.v  and  tax  in  that  $12,  was  there  not? 

Mr.  Sanderson.  If  he  used  his  net  cost,  it  woidd  have  included  the 
duty  and  the  cost  of  importation. 

Mr.  Mattice.  That  is  what  I am  inquiring  about.  Whatever  his 
net  cost  was  included  duty  and  tax? 

Air.  Sanderson.  Yes. 

Mr.  Mattice.  And  he  was  permitted  to  mark  up  15  percent? 

Air.  Sanderson.  That  is  correct. 

Mr.  AIattice.  And  when  he  did  so,  he  marked  up  on  the  tax  which 
had  been  paid? 

Air.  Sanderson.  On  the  tax  up  to  and  including  the  tax  in  effect  in 
March  1942,  but  not  on  the  increase  tax  in  November  1942,  and  I will 
explain  why  that  is  true. 

Air.  AIattice.  Yes.  . 

Air.  Sanderson.  In  determining  this  mark-up  of  15  percent  we  set 
it  at  a figure  which  would  represent  the  normal  mark-up  of  the  whole- 
salers across  the  country,  the  whole  trade  if  it  were  applied  to  the  cost 
of  the  item  including  the  tax  in  effect  in  Alarch  1942  and  then  we  added 
the  actual  tax  increase  of  November  1,  1942,  and  applied  a figure 
which,  if  it  applied  to  the  total  cost  plus  the  new  tax,  produced  the 
same  mark-up  which  would  have  resulted  from  the  former  method. 

In  other  words,  the  mark-up  was  adjusted  so  that  by  applying  it 
against  the  next  tax,  the  cost  and  the  total  of  the  new  tax — — 

Air.  AIattice.  Was  that  true  of  the  wholesaler  only? 

Air.  Sanderson.  No;  that  was  true  of  the  retailer  also. 

Air.  AIattice.  If  the  net  cost  was  $12  and  the  mark-up  was  15 
percent,  $1.80  was  added.  Then  when  it  goes  to  the  retailer  he  marks 
33K  percent  on  the  $13.80. 

Mr.  Sanderson.  That  is  right. 

Mr.  AI.attice.  And  there  is  some  tax  in  there? 

Air.  Sanderson.  Oh,  yes. 

Air.  AIattice.  When  you  go  in  a store  downtown  and  buy  a watch 
and  pay  $100  for  it,  whether  you  have  it  charged  to  your  account  or 
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pay  cash,  you  get  a slip  and  the  slip  reads,  “One  watch,  $100,”  and 
below  that  on  another  line  it  says,  “Tax,  $10,”  and  the  merchant 
who  sells  it  to  you  in  the  computation  of  his  business  during  that 
year,  and  in  his  profits,  does  not  include  that  tax  in  computing  the 
amount  of  business  that  he  has  done,  but  in  the  liquor  business  tfiat 
is  done. 

Mr.  Sanderson.  Yes. 

Mr.  Mattice.  Why  is  it  done  only  in  respect  to  the  liquor  business 
and  not  in  respect  of  other  commodities?  I understand  one  is  a 
stamp  tax  and  the  other  is  another  kind  of  tax,  but  it  is  still  a tax. 
Is  there  any  reason  why  that  is  the  practice? 

Mr.  Sanderson.  My  first  acquaintance  with  the  business  came 
when  I became  associated  with  O.  P.  A.  I haven’t  any  knowledge 
of  the  reasons  why  this  was  done  except  that  it  was  customaiy  in 
the  industry  to  consider  the  tax  as  a part  of  the  cost. 

Senator  Ferguson.  Is  it  an  attempt  to  conceal  the  amount  of  tax 
on  liquor? 

Mr.  Sanderson.  The  amount  of  the  tax  is  so  well  known. 

Senator  Ferguson.  Is  that  the  reason?  \Miy  don’t  you  use  the 
other  formula  in  price  fixing? 

Mr.  Sanderson.  We  simply  acquired  the  basing  of  prices  as 
existed  when  we  started  price  control,  and  have  carried  it  on  under 
the  Price  Control  Act  which  specifically  tells  us  not  to  change  business 
practices  any  more  than  we  have  to.  Apparently  we  did  not  have  to 
change  this.  It  was  customary. 

Senator  Kilgore.  Does  the  same  rule  apply  to  cigarettes  and 
tobaccos? 

Mr.  Sanderson.  I am  not  competent  to  say  on  that. 

Senator  Kilgore.  Both  are  excise  taxes  and  I wondered  if  the  same 
rule  applied  to  both  the  excise  taxes  which  are  paid  by  the  manufac- 
turer at  the  source. 

Mr.  Sanderson.  I would  hazard  an  opinion  that  it  is  handled  in 
the  same  manner  but  I wouldn’t  want  to  be  quoted  as  saying  that  I 
know. 

Mr.  Mattice.  Suppose  a large  distillery  company,  distiller  A,  in 
1943  did  a $1,000,000,000  business  according  to  his  statement  and  his 
balance  sheet  at  the  end  of  the  year.  And  he  further  discloses  that 
he  made  a profit  of  $500,000.  That  would  be  what  percentage? 
That  would  be  5 percent,  would  it  not? 

Now,  included  in  that  $1,000,000,000  of  business  he  has  set  out  on 
his  books  is  whatever  taxes  he  paid  on  the  liquors  he  handled,  and  if 
you  take  those  out,  instead  of  5 percent  he  has  made  25  or  30  percent. 

In  other  words,  he  has  only  done  $700,000,000  of  business,  and  the 
rest  is  tax. 

Whether  my  figures  are  correct  or  not 

Mr.  Sanderson.  I wouldn’t  want  to  be  caught  on  that  percentage 
trick  question. 

Senator  Ferguson.  You  don’t  consider  that  a trick  question 
do  you? 

Mr.  Mattice.  He  did  a billion  dollars  of  business  and  he  made 
$500,000. 

Mr.  Sanderson.  Those  mathematics- 

Mr.  Mattice.  You  figure  it.  He  has  done  a billion  dollars  of 
business  and  says  he  has  made  $500,000  profit.  \Miat  percentage  of 
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profit  has  he  made?  I did  it  hurriedly.  I guessed  at  5 percent. 

WTiat  would  it  be?  ^\Tiat  is  10  percent  of  a billion? 

Mr.  Sanderson.  A hundred  million.  I would  make  it  five  one- 

hundredths  of  1 percent. 

Senator  Ferguson.  I think  that  is  right. 

Mr.  Mattice.  Well,  5 percent  then  would  show  $50,000,000  would 
it  not?  Would  that  make  the  5 percent? 

Mr.  Sanderson.  $50,000,000  would  be  5 percent. 

Mr.  Mattice.  That  is  what  I have  in  mind.  If  he  has  made  a 
net  profit  of  $50,000,000,  or  5 percent  on  the  business  he  says  he  has 
done,  but  there  is  included  in  that  business  which  he  says  he  has 

done,  $200,000,000  of  taxes,  taking  those  out  first,  he  has  made  a 

net  of  not  5 percent,  but  a much  larger  percentage,  whatever  that 

would  figure.  . i u • 

If  he  figured  liis  percentage  of  profits  on  the  actual  business  as 

Woodward  & Lothrop  do  on  their  business,  it  would  show  a higher 
percentage,  wouldn’t  it? 

Mr.  Sanderson.  If  he  figured  it  entirely  on  the  value  of  the  com- 
modity rather  than  the  total  selling  price  of  the  merchandise. 

Mr.  Mattice.  Certainly. 

Mr.  Sanderson.  That  would  be  true. 

Mr.  Mattice.  Yes.  Now,  let  me  ask  you  if  you  had  to  do  also 
your  division  or  your  section  down  there— with  the  pricing  on  wines 
well  as  on  whiskies? 

Mr.  S.ANDERSON.  Yes.  • C . 1 t 

Mr.  Mattice.  Were  you  connected  there  in  September  ot  1943  r 

Mr.  Sanderson.  Yes,  sir.  , ^ uv  u 

Mr.  Mattice.  Did  you  have  something  to  do  with  the  establish- 
ment of  the  ceiling  prices  on  wines  and  on  grapes  for  various  purposes 

for  which  grapes  are  used?  ^ it  u x 

Mr.  Sanderson.  I had  some  connection  with  the  establishment 

of  the  prices  on  wines,  but  not  on  grapes.  That  is  handled  by  a 

separate  department  at  the  office.  • 

Senator  Ferguson.  How  can  you  place  a price  on  wines  il  you 

don’t  place  it  on  grapes?  , , . • 

Mr.  Sanderson.  That  is  frequently  done.  There  are  certain 

things  on  which  there  may  be  no  control  of  the  raw  material,  but  the 
control  may  be  exercised  through  the  finished  product. 

Mr  Mattice.  That  was  done  in  the  case  of  grape  wine? 

Mr!  Sanderson.  That  was  the  case  on  wine  and  in  certain  other 

C8)S0S~ 

Mr  Mattice.  What  I mean  is,  in  September  and  October  1943 
ceiling  prices  were  placed  on  wines  and  ceiling  prices  were  placed  on 
grapes  lor  uses  other  than  the  making  of  wines,  but  not  placed  on 
grapes  which  went  to  the  wineries  and  were  later  made  mto  wine. 

That  is  the  way  it  was  done? 

Mr.  Sanderson.  That  is  correct. 

Mr.  Mattice.  Wlio  handled  that?  Do  you  happen  to  know 

that?  You  say  you  didn’t  have  a part  in  that. 

Mr.  Sanderson.  I had  a part  in  the  making  of  the  wine  regiUation. 
We  have  a Fresh  Fruit  and  Vegetable  Section  of  O.  I . A.  which  handles 
the  pricing  on  fresh  fruits  and  vegetables,  which  is  done  in  connection 

with  the  joint  action  of  W.  F . A. 
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Mr.  Mattice.  Wlio  was  in  charge  of  that  Section  in  September  and 
October  of  1943?  I take  it  you  were  not. 

Mr.  Sanderson.  I was  not. 

Mr.  Mattice.  It  is  not  your  field? 

Mr.  Sanderson.  No,  sir. 

Senator  Ferguson.  Don’t  I understand  that  you  placed  a price  on 
wine  and  in  that  price  you  considered  that  the  grapes  to  make  it 
would  be  at  $30.30  a ton? 

Mr.  S.\NDERSON.  The  price  was  established  by  using  the  $30.30 
figure  as  the  grape  price ; yes. 

Senator  Ferguson.  And  at  the  same  time  you  knew  that  the  grapes 
were  selling  at  $70  a ton  to  the  manufacturers? 

Mr.  Sanderson.  This  regulation  was  amendment  No.  3 to  Maxi- 
mum Price  Regulation  445,  and  was  issued  on  October  1,  1943. 

Senator  Ferguson.  Now,  how  could  proper  price  fixing  ever  do  a 
thing  like  that,  to  fix  the  price  of  the  ingredient  of  wine  at  $30.30 
knowing  it  could  not  be  purchased  at  that  price,  but  was  being  paid 
for  at  the  rate  of  $75  to  $77  a ton?  What  is  the  reason  for  pricing 
like  tliat? 

Mr.  Sanderson.  This  Office  started  back  in  March  of  1943  to 
notify  the  trade  that  the  price  on  agricultural  products  or  the  products 
manufactured  from  agricultural  products,  would  reflect  the  legal 
minimum  established  under  the  Emergency  Price  Control  Act.  That 
legal  minimum  is  determined  by  the  Department  of  Agriculture  in 
accordance  with  the  terms  of  the  act,  as  provided  by  Congress,  and 
the  Department  of  Agriculture  in  due  course  notified  us  that  the  legal 
minimum  for  grapes  for  crushing  into  wine  in  California  would  be 
$30.30. 

We,  in  March  of  1943,  notified  the  trade  that  we  would  control 
prices  of  wine  on  the  basis  of  that  figure,  and  in—; — 

Senator  Ferguson.  Why  didn’t  you  place  a ])rice  on  those  grapes? 

Mr.  Sanderson.  That  is,  as  I say,  outside  of  my  Section  and  I 
am  not  trying  to 

Senator  Ferguson.  Simply  because  your  section  doesn’t  handle 
grapes,  you  put  it  in  at  a certain  price  and  then  there  is  no  other  price 
fixed  on  the  grapes  and  you  have  this  variation. 

Mr.  Sanderson.  I am  not  trying  to  evade  answering  the  question 
fully.  The  only  difficulty  is  that  it  is  a thing  not  under  iriy 

Senator  Ferguson.  Didn’t  you  ever  hear  that  that  permitted  the 
large  companies  to  go  in  and  buy  up  the  small  companies,  because 
the  small  companies  were  not  able  to- make  wine  at  $70  a ton  or  $75 
a ton  for  grapes,  whereas  the  large  ones  could  afford  to  do  it  and  hope 
that  in  the  future  they  would  get  your  price  up? 

Mr.  Sanderson.  I,  of  course,  have  heard  a great  many  stories 
about  what  happened.  I was  in  California  a part  of  the  summer. 

Senator  Ferguson.  Isn’t  that  exactly  what  happened? 

Mr.  Sanderson.  It  might  happened  in  an  instance,  one  or  more— ^ 

Senator  Ferguson.  That  you  permitted  these  monopolies  to  go  in 
and  buy  25  percent  of  the  wine  business  and  the  grape  business  of 
California,  just  by  that  method  of  pricing. 

Mr.  Sanderson.  No;  that  is  certainly  not  true  because 

Senator  Ferguson.  Now,  you  tell  us  on  this  record  how  you  could 
manufacture  wine  and  expect  to  sell  it  and  make  a profit  when  the 
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ingredient,  the  grape,  was  fixed  at  $30.30  and  the  market  for  grapes 
was  in  the  $70’s. 

Mr.  Sanderson.  That  was  up  to  the  ingenuity  of  the  person  who 
in  the  face  of  the  warning  that  the  wine  price  would  be  so-and-so, 
stepped  out  and  paid  a higher  price. 

Senator  Ferguson.  He  either  had  that  choice  or  he  would  make 
no  wine.  That  is  nut  ingenuity,  is  it?  You  cari’t  even  do  that  by 
magic. 

Mr.  Sanderson.  That  is  price  control  through  the  end  product, 
without  a ceiling  price 

Senator  Ferguson.  That  is  what  I am  getting  at.  Isn’t  it  the 
wrong  way  to  fix  prices  by  controlling  it  at  the  end  product?  A"ou 
force  out  of  business  many  people. 

Mr.  Sanderson.  Not  necessarily. 

Senator  Ferguson.  But  it  does  as  an  actual  fact. 

Mr.  Sanderson.  Frequently  it  produces  a situation  lilce  this 
one 

Senator  Ferguson.  How  would  any  small  businessman  ever  try 
to  make  wdne  out  of  $70  grapes  when  he  knew  he  could  only  sell  it  at 
the  price  of  $30  grapes? 

Mr.  Sanderson.  I wouldn’t  and  I couldn’t  imagine  anyone. 

Senator  Ferguson.  Then  how  do  you  account  for  one  drop  of  mne 
being  made  in  California  on  your  basis? 

Mr.  Sanderson.  There  are  various  reasons.  In  the  first  place, 
these  prices  referred  only  to  the  current  wine  produced  from  the  1943 
crop.  There  has  been  a limited  amount  of  that  sold,  perhaps  very 
little,  if  any,  so  far. 

Most  vintnem,  however,  have  not  only  a current  wine  at  a price 
level  along  these  prices,  but  they  have  established  brands  of  older 
and  higher-priced  wines. 

Senator  Ferguson.  Then  isn’t  this  true:  That  the  man  who  made 
so-called  low  content  table  wine  and  sold  it  in  gallons  or  even  by  the 
barrel,  is  the  fellow  who  has  not  been  able  to  put  it  into  this  high- 
priced  bracket  and,  therefore,  he  is  the  man  who  is  being  purchased  by 
the  Big  Four?  Isn’t  that  what  your  price-fixing  did? 

Mr.  Sanderson.  No.  I think  there  is  no  one  ydio  specifically, 
merely  b3’^  reason  of  this  regulation,  was  forced  to  change  his  method 
of  doing  business,  except  possibly  the  producer  of  only  bulk  wine. 

Senator  Ferguson.  Di-d  you  put  the  bulk  wine  manufacturer  out 
of  business  by  this  method?  How  could  he  possibly  do  it  that’s 
the  thing  I want  answered — ^where  he  had  to  do  it  on  the  basis  of 
paying  $70  a ton  and  the  price  he  could  sell  it  at  was  on  the  basis  of 
$30  a ton? 

Senator  Murdock.  Is  that  statement  a fact? 

Mr.  Sanderson.  The  statement  of  facts  is  that  the  competitive 
market  grew  from  the  average  price  paid  in  1942  of  $30.30  and  started 
off  in  the  1943  season  at  around  $35,  and  went  not  only  to  $75,  but 
even  higher  bv  competition. 

Senator  Murdock.  But  isn’t  it  a fact  that  on  the  grapes  that  went 
into  wine,  there  is  no  ceiling  fixed  on  them  at  all? 

Mr.  Sanderson.  That  is  correct. 

Senator  Murdock.  And  the  $30  price  on  grapes  was  on  grapes  that 
went  into  some  other  business  entirely? 
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Mr.  Sanderson.  No.  The  $30.30  figure  is  the  grape  cost  that  is 
used  in  compiling  these  wine  prices. 

Senator  Murdock.  That  is  the  cost  that  you  used  in  the  compilation 
of  the  wine  prices? 

Mr.  Sanderson.  That  is  right.  We  notified  the  industry  that  we 
would  establish  wine  prices  and  in  doing  so  we  would  use  these  $30.30 
grape  prices,  and  ‘ anybody  who  paid  more  foi^  grapes  than  $30.30 
would  have  to  absorb  the  difference  in  his  selling  price  somehow. 

If  he  happened  to  have  three  or  four  brands  and  some  are  high 
priced,  he  might  be  able  to  absorb  a certain  part.  If  he  had  no  higher- 
priced  brands  and  had  to  sell  all  on  the  prices  determined  in  here,  it 
would  be  a job  to  do  it. 

Senator  ^^Iurdock.  It  seems  to  me  Senator  Ferguson  is  trjing  to 
establish  the  fact  that  the  fixing  of  prices  for  wines  on  the  basis  of 
$30  grapes  worked  to  the  advantage  of  the  big  companies  that  went 
in  and  purchased  the  wine  industry  in  California.  Now,  if  you  know, 
is  that  true? 

Mr.  Sanderson.  That  would  not  be  my  impression.  Instead  of 
paying  $30.30,  any  large  buyer  of  grapes,  which  included  these  larger 
operators,  had  to  pay  a substantially  greater  figure,  but  in  their  wine 
prices  they  were  obliged  to  absorb  the  difference  between  what  they 
paid  and  this  relatively  low  amount. 

Now,  this  $30.30  figure  is  not  a ceiling  of  any  sort.  It  is  simply  the 

figure . • j.  1 • 

Senator  Ferguson.  At  which  you  determined  the  price  of  the  wine. 

Mr.  Sanderson.  At  which  we  determined  the  price  of  the  wine. 
That  figure  was  furnished  us  by  the  Department  of  Agriculture  as  the 
legal  minimum  below  which  we  could  not  set  a price,  because  it  would 
not  allow  an  adequate  return  to  the  grower. 

Mr.  Mattice.  Parity  entered  into  this? 

Mr.  Sanderson.  We  use  the  highest  price  received  by  the  grower 
during  the  1942  season.  The  act  reads — 

between  January  1,  1942,  and  September  15,  1942.  The  Secretary  of  Agriculture 
uses  the  average  for  the  1942  season  as  the  period,  where  the  grapes  are  not 
grown  within  that  period  provided  in  the  act. 

The  wine  price  was  SO  fixed.  • j-  - i i 

Senator  Ferguson.  Did  you  fix  a price  on  grapes  to  individuals 
who  wanted  to  make  wine?  There  is  a large  industry  in  that,  isn  t 
tlicrc? 

Mr.  S.\NDERSON.  Yes;  there  is  a large  shipment  of  so-called  juice 
grapes  from  California  to  eastern  users.'  0.  P.  A.  did  place  a ceiling 
although,  as  I explained  before,  I have  no  dirc'ct  connection  with  it. 

Mr.  Mattice.  Was  that  $37.10?  Wasn’t  that  it? 

Mr.  Sanderson.  The  base  price  used,  I believe,  was  $37.10. 

Senator  Ferguson.  How  could  you  place  that  price  and  not  place 
one  to  the  wineries?  If  I live  in  California,  an  individual,  and  buy  a 
ton  of  grapes  to  make  some  wine,  you  put  a ceiling  on  those  grapes, 
knowing  they  are  wine  grapes,  but  a company  that  manufactures 
wine  has  no  ceiling  on  their  grapes.  How  do  you  account  for  that? 

Mr.  Sanderson.  I can  say  that  very  substantial  thought  was  given 
to  the  whole  question,  and  I am  relating  my  general  knowledge  of  the 
situation  and  not  direct  participation. 

In  the  first  place,  the  number  of  types  of  grapes  used  for  wine  is 
tremendously  larger  and  more  complicated  than  those  used  for  table 
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shipment  or  normally  used  for  juice  shipment,  for  shipment  out  of 
California. 

The  territories  involved  grow  grapes  under  entirely  different  cir- 
cumstances. The  cost  of  production  varies  decidedly  more  than  in 
any  other  types.  The  sugar  content  of  the  grape,  which  more  or  less 
determines  the  value  for  wine  making,  is  a factor  in  the  sale  to  the 
winery,  and  generally  not  a factor — as  long  as  it  reaches  the  Cali- 
fornia legal  limit — on  table  and  juice  grapes.  So  that  the  complica- 
tions involved  in  determining  the  ceiling  price  of  grapes  to  the  winery 
were,  I believe,  found  by  W.  F.  A.  and  O.  P.  A.  to  be  an  insurmount- 
able difficulty  which  prevented  the  establishment  of  the  ceiling  price 
which  would  have  worked  a tremendous  hardship  and  been  almost 
impossible  of  operation. 

As  a result,  the  agencies  were  faced  with  the  choice  of  attempting 
to  take  on  an  almost  impossible  administrative  job  in  trying  to  set 
adequate  ceilings  on  a complexity  of  types,  of  grades,  and  all  other 
factors,  or  to  attempt  control  through  the  end  product.  And  the 
decision,  as  has  been  stated,  was  the  control  only  through  the  end 
product. 

Mr.  Mattice.  Would  you  give  us  a little  picture  of  the  mechanics 
of  how  you  figure  the  prices  on  wines,  basing  on  $30.30  a ton  for 
grapes?  " Start  with  this:  How  many  gallons  of  wine  on  the  average 
is  obtained  from  a ton  of  grapes? 

Mr.  S.\NDERSON.  The  average  figure  used  in  the  trade,  and  by  us, 
is  160  gallons  of  dry  wine  or  table  ivine,  so-called,  which  is  14  percent 
or  less,  and  80  gallons  for  sweet  or  dessert  wines. 

Mr.  Mattice.  That  is  an  average  of  about  120? 

Mr.  Sanderson.  They  are  figured  separately.  There  is  no  average 
between  the  two.  Separate  prices  are  determined  on  each  grade. 

Added  to  that  are  the  costs  of  processing.  That  includes  the  crush- 
ing and  the  fermenting  process,  the  overhead  and  labor  cost  of  the 
actual  production  of  the  wine. 

Mr.  Mattice.  You  have  some  figures  at  hand.  T\ffiat  do  the 
grapes  cost  per  gallon  of  wine.  AVhat  is  the  figure?  Is  it  60,  /O,  or 

80  cents?  . . 

Mr.  Sanderson.  If  you  divide  $30.30  by  80,  it  will  give  you 

appro.ximately  38  cents. 

Mr.  Mattice.  Thii’ty-eight  cents  a gallon  before  they  are  crushed? 

Mr.  Sanderson.  Yes. 

Mr.  Mattice.  Then  you  have  labor  costs  and  other  costs.  Do  you 
remember  about  what  those  are  on  the  average  per  gallon? 

Mr.  Sanderson.  The  average  cost  is  approximately  $14. 

Mr.  Mattice.  I mean  per  gallon.  It  would  be  less  than  $2,  I 
should  sav.  I don’t  know  how  to  compute  it. 

What  I have  in  mind  is  that  the  ceiling  price  you  put  on  table  wmes 
is  $3.74  and  $3.85  in  cases  of  fifths,  per  case.  , i t 

Mr.  Sanderson.  I could  give  you  the  break-down  completely  if  1 
had  the  figures  here.  But  they  can  be  roughly  figured.  The  $30.30 
plus  the  cost  of  manufacture 

Mr.  Mattice.  If  any  vintner  paid  more  than  $30.30  per  ton  and 
sold  his  product  at  the  ceiling  prices  fixed,  around  $3.75  on  table 
and  $4.75  on  dessert  wine,  he  couldn’t  come  out  ahead.  He  would 
not  be  making  any  money  if  he  paid  more  than  $30.30. 
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Mr.  Sanderson.  That  isn’t  entirely  true  because  the  $3.74  price 
does  allow  for  some  selling  expense  and  it  does  allow  the  vintner  a 
profit.  He  would  have  to  absorb 

Mr.  Mattice.  Even  if  it  does,  if  instead  of  paying  $30.30,  he  pays, 
as  the  testimony  heretofore  has  shown,  $77  or  $75  a ton,  and  was  pay- 
ing that  price  at  the  time  when  O.  P.  A.  put  on  these  ceiling  prices, 
and  continued  to  pay  that  price  afterward,  and  later  pays  still  more 
than  $77  or  $75  a ton,  he  couldn’t  come  out  even  on  it,  could  he? 

Mr.  Sanderson.  He  coidd  not. 

Mr.  Mattice.  But  they  did  go  on  and  pay  those  prices  for  wine 
grapes. 

Mr.  Sanderson.  That’s  right. 

Senator  Ferguson.  Well,  were  they  able  to  come  in  and  convince 
you  that  the  cost  was  higher  and  therefore  they  should  sell  the  wine 
at  a higher  price? 

Mr.  Sanderson.  We  let  everybody  in,  but  we  don’t  expect  to  be 
convinced,  because  our  prices  were  established  and  due  notice  given 
of  what  we  could  allow. 

We  have  many  cases  where  people  pay  an  unwarranted  amount  for 
a commodity  that  goes  into  a ceilinged  product. 

Senator  Ferguson.  Were  there  many  new  labels  in  wine? 

Mr.  Sanderson.  Yes;  there  were  several  new  labels  in  wine. 

Senator  Ferguson.  Do  you  mean  two  or  three  or  hundreds? 

Mr.  Sanderson.  Several  relatively,  would  be  into  the  hundreds — 
not  into  perhaps  as  great  a volume  as  distilled  spirits. 

Senator  Ferguson.  Do  you  scrutinize  the  labels? 

Air.  Sanderson.  We  receive  a filing  report  of  all  brands  to  which 
we  require  the  attachment  of  the  label.  I have  perhaps  5,000  or  6,000 
of  wine  and  sev^eral  thousand  of  distilled  spirits.  It  is  impossible  to 
say  that  every  one  is  scrutinized. 

Senator  Ferguson.  Have  you  a price  ceiling,  a percentage 

Mr.  Sanderson.  W e only  had  it  the  same  way  I described  it. 

Senator  Ferguson.  On  the  liquor? 

Mr.  Sanderson.  On  the  liquor. 

Senator  Ferguson.  And  the  same  way  on  the  retailing  of  wine. 
Does  this  new  rule  of  January  apply  to  wine? 

Air.  Sanderson.  The  wine  regulation  was  issued  on  October  1, 1943, 
but  the  mark-up  procedure  dated  last  August  27,  1942,  also  provided 
for  the  mark-ups  on  wine.  We  priced  it  under  the  same  system.  The 
mark-up  is  25  percent  at  the  wholesale  lev(d  and  50  percent  at  the 
retail  level. 

Senator  Ferguson.  You  mean  25  percent  and  then  50  percent  on 
the  total? 

Air.  Sanderson.  Yes. 

Senator  Ferguson.  And  spirits  was  33K  and  15? 

Air.  Sanderson.  Yes. 

Senator  Ferguson.  This  new’  rule  you  have  is  a very  workable  rule, 
is  it?  If  I gave  you  a whisky,  can  you  tell  me  what  the  difference  in 
the  price  would  be?  Let’s  take  75-percent  neutral  spirits,  4-year-old, 
85-proof.  What  would  that  sell  for? 

Air.  Sanderson.  If  you  make  it  86.8  proof,  I wfill 

Senator  Ferguson.  But  you  couldn’t  tell  me  if  I make  it  85? 

Air.  Sanderson.  I happen  to  have  the  86.8  figures. 

Senator  Ferguson.  I didn’t  give  you  this  before. 
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Mr.  Sanderson.  This  morning  we  raised  the  question  and  I figured 
it  during  the  noon  hour  at  $19.88  a case  of  fifths,  25-percent  whisky, 

4 years  old,  and  75-percent  domestic  neutral  grain  spirits  86.8  proof. 
Senator  Ferguson.  Yes.  That  w^ould  be  $19.88? 

Mr.  Sanderson.  Yes. 

Senator  Ferguson.  Now,  compare  that  with  the  price  of  the 
4-year-old,  100  pcoof  straight  whisky  under  the  present  formula. 
What  regulation  do  you  go  to  for  that  price? 

Mr.  Sanderson.  Amendment  9 to  No.  445.  Table  No.  2 of  page 
18  gives  the  price  of  4-year-old  whisky,  80  proof,  at  $18.69, 

Senator  Ferguson.  One  hundi'ed  proof? 

Mr.  Sanderson.  It  gives  80  proof  and  then  provides  a proof  ad- 
justment of  0.215  per  degree  of  proof.  So  multiplying  that  by  20, 
you  have  $4.30,  producing  a price  at  100  proof  at  $23.02, 

.Senator  Ferguson.  How  does  that  compare  with  the  1941  price? 
Mr.  Sanderson.  The  1942  price — ^you  want  the  1942  price  of  Old 
Taylor  or  one  of  those? 

Senator  Ferguson.  Yes. 

Mr.  Sanderson.  That  I just  gave  was 

Senator  Ferguson.  That  is  a bonded  whisky,  4-year-old  100  proof. 
Mr.  Sanderson.  That  is  right. 

Senator  Ferguson.  Let’s  take  a high-priced  Old  Taylor  or  which- 
ever one  of  those  you  want  to  use.  , . , - 

Mr.  Sanderson.  I have  here  Old  Granddad  at  $30.45,  which  is  the 
March  1942  price  adjusted  for  the  addition  of  $4.80  for  the  November 

^ Senator  Ferguson.  Now,  if  a man  could  have  taken  his  label  off, 
he  could  have  raised  the  price  of  his  liquor  from  $23  to  $30  if  he  could 
have  said  he  put  it  at  the  price  of  Old  Granddad  as  a competitor. 

Mr.  Sanderson.  If  he  had  used  the  Old  Granddad  price. 

Senator  Ferguson.  Yes;  and  you  had  no  particular  method  of 
adjusting  that  or  checking  it? 

Mr.  Sanderson.  Yes.  \Ve  had  no  way  of  going  to  every  producer 
and  checking  immediately,  but  we  did  have  a method  of  checkup 
after  the  item  came  on  the  market  and  we  have,  as  I said  before,  in 
many  instances,  had  enforcement  actions  against  just  such  price 
increases 

Senator  Ferguson.  Did  you  have  some  trouble  over  a regulation 
on  table  grapes,  ceiling  price,  and  so  forth?  Do  you  know  anything 

about  that?  . „ , i i 

Air.  Sanderson.  Not  directly.  That  again  was  handled  by  the 

Senator  Ferguson.  There  w^as  quite  a bit  of  publicity  on  the 

question  of  table  grapes,  wasn’t  there? 

Air.  Sanderson.  Substantial  publicity  in  the  California  papers,  of 

which  w’e  received  copies,  but — — ■ 

Senator  Ferguson.  What  was  that  question?  \Vhat  did  they 

claim  was  wrong? 

Air.  Sanderson.  Well,  there  were  a gi-eat  many  comments  made 

about  the  regulation.  , • - 

Senator  Ferguson.  Didn’t  they  claim  they  were  shipping  them 
here  and  people  were  selling  them  at  absolutely  no  profit  at  all;  just 
be  able  to  sell  grapes,  that  your  regidation  would  not  give  them  any 
profit? 
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Mr.  Sanderson.  Such  a claim  might  have  been  made.  I would 
prefer  that  someone  who  knew  the  details  answered  the  question. 

Senator  Ferguson.  Is  there  anybody  here  today  who  knows 
about  it? 

Mr.  Sanderson.  I think  Mr.  Brownlee  could  tell  you  who  could 
furnish  the  information,  if  he  doesn’t  know. 

Senator  Ferguson.  That’s  all. 

Senator  Murdock.  I have  a few  questions  here  that  have  been 
submitted  by  an  investigator.  Is  there  any  difference  in  price  be- 
tween domestic  neutral  spirits,  and  those  that  we  import  from  the 
Caribbean  area? 

Mr.  Sanderson.  Wlienthey  use  imported  neutral  spirits  to  replace 
domestic  spirits,  we  allow  the  processor  to  add  the  amount  of  duty 
paid  and  the  actual  cost  of  bringing  in  the  spirits,  not  to  exceed  50 
cents  a proof  gallon. 

The  effect  of  that  substitution  on  the  brand  that  I just  gave  the 
Senator,  25  percent  whisky,  75  percent  domestic  spirits,  at  86.8  proof, 
if  Cuban  spirits  were  subkituted  for  domestic  spirits,  would  be  that 
the  ceiling  price  would  be  $23.78  for  the  same  item,  an  increase  of 
$3.90  per  case.  That  results,  as  I say,  from  the  addition  of  the  duty 
on  the  amount  of  spirits  displaced,  which  is  on  a wine  gallon  basis, 
and  the  transportation  costs  on  a proof-gallon  basis. 

Senator  Murdock.  You  referred  to  tie-in  sales  a while  ago  in  an- 
wering  one  of  my  questions.  Is  that  prohibited  under  your  most 
recent  regulations? 

Mr.  Sanderson.  All  om'  regulations,  beginning  in  March  1942,  have 
made  a tie-in  sale  illegal.  That  is  the  policy  we  have  maintained 
right  along.  * 

Senator  Ferguson.  Would  that  apply  to  a State  tlmt  is  a monopoly? 

I understand  some  States  compel  their  retail  establishments  to  tie  in 
so  much  rum  or  gin  for  every  bottle  of  whisky. 

Mr.  Sanderson.  The  monopoly  States  operate  under  om  regula- 
tions so  far  as  sales  to  consumers  go. 

Senator  Ferguson.  But  to  a bar  or  hotel  that  would  be  an  illegal 
sale? 

Mr.  Sanderson.  It  would  he  illegal  if  it  were  not  a practice  in 
March  of  1942,  and  if  it  were  done  as  an  evasion  of  our  regulations. 

There  might  be  some  circumstances  relating  to  the  rationing  of 
their  supplies  or  distribution 

Senator  Ferguson.  Is  this  as  flexible  as  you  now  make  it?  Can’t 
you  pin  this  down  and  say  whether  that  is  or  is  not  illegal? 

Mr.  Sanderson.  That  is  hard  when  we  don’t  know  aU  the  facts 
relating  to  it. 

Senator  Ferguson.  I am  giving  you  the  facts  now.  Here  is  a 
State,  which  goes  to  the  bars  and  the  so-called  licensed  places,  the 
hotels,  and  they  say,  “For  every  bottle  of  whisky  you  take  you  must 
take  so  much  gin  and  so  mucli  rum  and  these  other  products.’’  I 
want  to  know  is  that  illegal  under  your  rules? 

Mr.  Sanderson.  I hate  to  qualify,  because  if  it  were  done  in 
March  1942 

Senator  Ferguson.  No;  not  in  March.  It  is  done  today. 

Mr.  Sanderson.  If  it  were  a new  practice;  and  no  alternative  but 
for  the  purchaser  to  accept  this  as  is  or  not  at  all | 

Senator  Ferguson.  You  mean  dui-ess?  | 
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Mr.  Sanderson,  Yes.  n j , j 

Senator  Ferguson.  You  mean  compelled  to  do  it.'^  ^ 

Mr.  Sanderson.  I mean  if  he  is  offered  the  three  items  together 
and  it  is  recommended  that  he  take  them,  but  if  he  could  get  out  o 
it  by  refusing  to  do  it,  you  could  hardly  call  that  tie-m  sale. 

Senator  Ferguson.  How  hard  must  he  try  to  get  out  of  it. 

Mr.  Sanderson.  It  is  either  a tie-in  agreement  or  it  is  not.  It  the 
seller  gives  him  no  other  choice  and  says,  “You  tal^  the  gin  and  rum 
or  you  don’t  get  the  whisky,”  that  is  a tie-in  sale.  That  is  illegal. 
Senator  Ferguson.  IVliat  is  the  punishment? 

Mr.  Sanderson.  Violation  of  the— 

Senator  Ferguson.  If  a State  did  that.  VTiat  is  the  penalty  for  it. 
Mr.  Sanderson.  There  is  a varying  scale  of  penalties  for  violation 
of  the  act,  which  are  stated  in  the  act,  which  range  from,  I thmk, 

$5,000  fine  to  a larger  fine  plus  imprisonment. 

Senator  Ferguson.  Have  you  ever  had  any  cases  where  you  have 

tried  them  for  these  tie-in  sales?  i,  a 

Mr.  Sanderson.  There  again  I would  have  to  ask  you  to  ask  Mr. 

Epstein. 

Senator  Ferguson.  Do  you  know  of  any 

Mr.  Sanderson.  I have  no  direct  knowledge,  although  I would  say, 
if  my  memory  serves  me  correctly,  we  have  taken  action  in  connection 

with  tie-in  sales. 

Senator  Ferguson.  But  he  would  know  - 

Mr.  Sanderson.  He  would  know  specifically  whether  or  not  we 

^^^^Senator  Murdock.  As  I understood  the  evidence  we  took  the  other 
day,  I believe  it  was  stated  to  us  that  there  is  the  finest  kind  of  cooper- 
ation between  your  administration  and  the  monopoly  States.  Is  that 

correct^  ♦ 

Mr.  Sanderson.  That  is  correct.  We  have  an  advisory  committee 

of  the  monopoly  States,  and  we  work  very  closely  with  them.  J\o 

indication  of  the  facts  that  the  Senator  has  mentioned  has  come  to  my 

attention  in  any  monopoly  State.  . , 

Senator  Murdock.  In  a monopoly  State,  instead  of  forcing  them  to 

take  something  else,  they  are  merely  told,  “If  you  do  buy  a fifth  of 
liquor  you  are  entitled  to  a container  of  rum  and  a contamer  of  wme. 
That  was  the  regulation  in  my  State.  They  didn  t have  to  take  it  but 

they  were  entitled  to  it  if  they  wanted  it.  - , . i 

Mr.  Sanderson.  We  have  no  indication  of  what  any  particular 
State  may  be  doing  in  that  respect. 

Senator  Ferguson.  That  wouldn’t  come  to  you.  It  would  come  to 

the  enforcement  section,  wouldn’t  it?  j ^ -i.  + 

Mr.  Sanderson.  Sometimes  it  comes  to  us  and  we  turn  it  over  to 

the  enforcement  people.  i • x o 

Senator  Ferguson.  But  you  have  had  no  such  coinplaints, 

Mr.  Sanderson.  No;  we  have  had  no  such  coinplaints. 

Mr  Mattice.  I have  one  more  matter  with  this  witness,  if  i may. 
In  September  1943  there  occurred  a thing  known  as  a press  release 
from  the  Office  of  Price  Administration,  which  was  published  in 
California.  Do  you  know  about  that? 

Mr.  Sanderson.  Yes,  sir. 

Mr.  Mattice.  That  press  release  warned  vmtners  not  to  pay  more 
than  $30.30  for  grapes,  did  it  not? 

Mr.  Sanderson.  Yes,  sir. 
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Mr.  Mattice.  At  that  time  the  vintners  were  paying  around  $75 
or  some  such  price,  more  than  twice  $30.  Is  that  correct? 

Mr.  Sanderson.  They  were  paying  in  excess  of  $30.30  by  a con- 
siderable amount. 

Mr.  Mattice.  And  after  that  press  release,  which  was  made 
early  in  September  1943,  the  wineries  continued  to  pay  a price  greatly 
in  excess  of  $30.30,  did  they  not? 

Mr.  Sanderson.  Yes,  sir. 

Mr.  Mattice.  And  went  on  paying  still  more,  and  even  as  high  as 
$125  a ton.  That  is  substantially  correct? 

Mr.  Sanderson.  Substantially  correct. 

Mr.  Mattice.  Will  you  tell  the  committee  what  effect  you  tbink 
that  price  release  put  out  by  the  Office  of  Price  Administration,  had 
on  the  farmers  out  there  in  the  State  of  California,  who  had  grapes  for 
sale?  Wliat  did  it  cause  them  to  do,  if  you  think  it  caused  them  to 
do  anything? 

hir.  Sanderson.  From  all  indications  that  we  received,  it  had 
very  little  effect.  It  was  simply  a repetition  of  the  release  I mentioned 
as  having  been  given  out  in  March  of  1943. 

It  followed  the  statements  made  to  the  members  of  the  industry  in 
various  conferences  during  July  and  August,  1943.  It  was  gotten 
out,  if  my  memory  serves  me  correctly,  to  merely  remind  them  again 
that  the  O.  P.  A.  had  constantly  notified  the  trade  from  the  beginning 
of  the  season  that  no  adjustment  in  wine  prices  would  be  expected  to 
reflect  more  than 

Mr.  Mattice.  Have  you  seen  the  release  here?  Have  you  read  it 
lately?  Let  me  read  part  of  it: 

September  2.  1943.- — The  Office  of  Price  Administration  today  warned  the 
western  wine  and  grape  industry  that  continued  purchase  of  juice  grapes  at 
reported  current  high  prices  may  involve  heavy  losses  for  buyers  when  new 
regulations  covering  juice  grapes,  wines  and  related  .products  are  established. 

The  new  regulations  are  expected  to  be  made  public  within  the  next  fe\v'  days. 
Office  of  Price  Administration  officials  here  declared  that  amendments  to  Max- 
imum Price  Regulations  425  and  426  now  being  drawn  in  Washington,  D.  C., 
will  set  prices  covering  juice  grapes  for  out-of-State  shipments  on  the  basis  of  an 
average  return  to  the  grower  of  $37.10  a ton,  while  flat  prices  to  be  established 
for  bulk  and  packaged  wines  will  be  based  on  a $30.30  average  return  to  the 
grower. 

Paying  in  excess  of  these  average  figures  is  pure  speculation,  the  Office  of 
Piice  Administration  warned,  revealing  it  is  receiving  reports  of  juice  grape 
purchases  ranging  from  $65  to  as  high  as  $85  a ton. 

Now,  I would  like  to  ask  you  what  effect  you  think  that  had  on 
the  grape  growers  when  they  read  that  in  the  newspapers  that  O.  P. 
A.  would  in  a few  days  put  on  these  ceiling  prices,  and  warning 
vintners  not  to  pay  more  than  $30  a ton. 

What  do  you  think  it  caused  the  growers  to  do? 

Mr.  Sanderson.  Our  opinion  is  that  it  had  practically  no  effect. 
Growers  had  been  advised  for  a long  time  that  this  was  the  program. 
They  knew  it  was  coming. 

Senator  Ferguson.  Where  were  grapes  when  that  order  was  issued? 
What  was  the  month? 

Mr.  Mattice.  September  1943. 

Mr.  Sanderson.  Certain  types  of  grapes  were  beginning  to  come 
on  the  market.  The  gi’ape  season  starts  in  the  Imperial  Valley  in 
the  middle  of  June,  and  advances  north,  and  at  this  particular  time 
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of  the  year  the  table  grape  movement  was  coming  up  the  San  Joaquin 
Valley  but  had  not  reached  the  major  table  grape  section  around  Lodi. 

Mr.  Mattice.  Don’t  you  think  it  would  have  had  the  cflect  of 
causing  the  grape  growers  to  rush  in  and  sell  their  grapes  at  the 
prSing  hi|h  p.if»  when  they  were  wld  that  the  O.  P.  was 
going  to  put  on  a ceiling  that  would  not  enable  vintners  to  pay  o\  er 
r $30“^*  Don’t  you  think  it  would  have  that  effect? 

Jvir.  Sanderson.  I think  all  along  that  the  grape  grower  in  partic- 
ular, as  well  as  the  vintner,  had  been  on  notice.  , , . , 

Mr.  Mattice.  Aside  from  this  being  on  notice,  when  this  came  out 
in  the  newspapers,  don’t  you  think  grower  A would  likely  have  said 
to  himself,  “I  guess  I better  sell  for  $75  if  they  are  gomg  to  put  it 

d-Owi^^  ^ j 

Mr.  Sanderson.  That  is  invariably  the  case  when  notice  of  a 

ceiling  price  is  given.  We  admit  that.  i i i .i 

A portion  of  the  industry,  of  course,  produced  grapes  and  sold  them 

prior  to  this.  It  is  not  an  unusual  situation. 

Mr.  Mattice.  All  right.  The  next  step.  If  it  did  have  any  such 
effect  then  that  grower,  or  at  least  some  growers— however,  many  of 
course  we  don’t  know— who  were  thus  led  to  rush  in  and  sell  lor  $/o 
a ton  lost  the  difference  between  that  and  what  they  could  have  gotten 
if  thev  had  held  their  grapes  a while  and  sold  for  $100  or  $125  a ton, 
which  they  could  have  done.  It  caused  a loss,  did  it  not,  to  some 

growers  in  California?  .,  , , p # p 

Mr.  Sanderson.  That  is  possible  by  reason  of  the  fact— — 
iVlr  AIattice  Have  vou  heard  that  it  caused  a loss  to  California 
grape  growers  of  around  $20,000,000  in  the  1943  season? 

Mr.  Sanderson.  I may  have  a recollection  of  that  figure  from 
correspondence  from  one  of  the  grower  organizations. 

Senator  Ferguson.  hat  is  the  real  reason  for  tlie  issuing  oi  that 

order  upon  that  date? 

Mr.  Sanderson.  You  mean  this  release? 

Senator  Ferguson.  Yes.  vi  „ 

Mr  Sanderson.  There  had  been  several  conferences  with  the 

errowers  and  again  I ask  the  indulgence  for  speaking  of  something  with 
which  I was  not  comiected  and  can  only  relate  what  I know. 

Senator  Ferguson.  This  was  issued  by  you,  was  it  not? 

Mr.  Sanderson.  No,  sir;  we  don’t  issue  anything  except  on  wine. 
Senator  Ferguson.  This  involved  wine,  didn’t  it? 

Mr.  Sanderson.  This  mentioned  wine,  but  this  was  a release  con- 
nected with  juice  grapes.  . t i\ 

Senator  Murdock.  Who  is  directly  responsible  for  the  press 

release,  if  vou  know?  . , i .i 

Mr.  Sanderson.  I would  say  that  this  was  issued  by  the  price 

executive  who  at  that  time  was  Mr.  John  Gismond. 

Senator  Murdock.  Is  he  still  with  the  O.  1 . A. 

Mr  Sanderson.  Yes,  sir.  He  had  charge  of  both  the  beverage 

section  and  the  fruit  and  vegetable  section  at  that  time. 

Senator  Ferguson.  Is  this  considered  a trial  balloon;’  Is  that 
what  this  is,  to  see  what  the  reactions  of  the  people  would  be/ 

Mr  Sanderson.  Oh,  no,  sir.  This  is  merely  a notice  which  we 
give  when  we  are  in  a position  to  give  advance  notice,  that  a regula- 
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tion  is  to  be  issued  and,  when  we  feel  it  may  not  be  thoroughly  under- 
stood by  everyone,  that  it  may  be  coming  out  soon 

Senator  Ferguson.  You  had  all  the  grape  manufacturers  so  you 
could  have  given  them  direct  notice.  You  would  not  have  had  to 
notify  the  grape  growei',  would  you? 

Air.  Sanderson.  This  was  directed  to  the  grape  grower. 

Senator  Ferguson.  \Yhy  do  you  want  to  direct  it  to  them  when  ■> 

you  didn’t  have  a price  on  it  so  far  as  he  was  concerned? 

Mr.  Sanderson.  We  were  telling  him  we  were  putting  a price 
on  it. 

Senator  Ferguson.  Not  on  grapes  for  wine. 

Mr.  Sanderson.  We  are  talking  about  shipment  of  juice  grapes  for 
shipment  out  of  the  State,  and  indicating  the  wine  price  would  be 
based  on  $30.30. 

Senator  Ferguson.  But  didn’t  you  lead  him  to  believe  there  would 
be  an  actual  ceiling  on  wine  grapes  in  California  of  $30.30? 

Mr.  Sanderson.  No;  I don’t  tbink  so. 

Senator  Ferguson.  Read  it  and  see  whether  a farmer  would  inter- 
pret it  as  being  a ceiling. 

Mr.  Sanderson.  The  California  grape  growers  are  very  familiar 
with  the 

Senator  Ferguson.  But  the  public  would  read  that,  that  they  were 
going  to  place  a ceiling  on  it.  Isn’t  that  true?  You  don’t  say 
specifically  that  you  will  not  place  a ceiling  on  it.  < 

Air.  Sanderson.  I would  say  the  California  grape  grower  was 
thoroughly  apprised  of  what  was  going  to  happen. 

Senator  Ferguson.  How  did  the  grape  grower  know  you  were  not 
going  to  put  a ceiling  on  grapes  to  the  wine.ries?  How  would  he 
know  that? 

Air.  Sanderson.  I think  he  was  pretty  well  informed  of  that  by  the 

representatives  of  the . 

Senator  Ferguson.  Did  you  tell  him  that?  Did  you  tell  him 
that  you  were  not  going  to  put  a price  on  them  as  far  as  the  wineries 

were  concerned?  . i . * 

Mr.  Sanderson.  No;  we  didn’t  tell  him  in  so  many  words  m this 

release. 

Senator  Ferguson.  But  had  you  told  him  beforehand  that  you 
would  not  put  a price  on  so  far  as  the  wineries  were  concerned? 

Air.  Sanderson.  I would  say  he  had  been  very  definitely  notified 
by  both  O.  P.  A.  and  W.  F.  A. 

Senator  Ferguson.  Will  you  bring  those  releases  here  so  we  can 
have  them  in  the  record,  the  releases  that  did  give  him  such  notice? 

’ Air.  Sanderson.  I can’t  produce  the  releases.  I would  say  it  is 
the  general  understanding  in  the  trade. 

Senator  Ferguson.  As  I understand  counscd  now,  he  brings  facts 
here  that  show  great  loss  to  the  California  grape  growing  trade,  and 
they  blame  the  O.  P.  A.  for  causing  that  by  issuing  this  release.  You 

appreciate  that,  don’t  you? 

Mr.  Sanderson.  I appreciate  that. 

Senator  Ferguson.  Had  you  ever  heard  that  before? 

Air.  Sanderson.  I have  heard  possibly  of  a similar  condition. 

Senator  Ferguson.  Did  you  ever  make  an  examination  to  ascertain 
if  that  was  a fact? 
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Air.  Sanderson.  I never  did  because,  as  I said  before,  I am  into  a 

Senator  Ferguson.  Has  the  O.  P.  A.  ever  made  an  examination  to 

see  if  that  is  a fact?  • 

Air.  Sanderson.  I couldn’t  answer  that.  Senator,  because  this  is 

one  of  the  cases  outside  of  my  section.  . , 

Senator  Ferguson.  Will  you  find  out  if  they  did  and  furnish  the 

facts  to  the  committee? 

Air.  S.ANDERSON.  I will  be  glad  to  hav^e  the  facts  furnished. 

Senator  AIurdock.  The  witness  indicates  to  me  that  he  knows  a 
‘ lot  about  this  release.  I would  like  him  to  tell  me  briefly  and  without 

going  all  over  the  lot  again,  what  was  the  purpose  of  the  release. 

Air.  Sanderson.  I repeat  my  previous  explanation  that  my  under- 
standing of  the  release  was  to  notify  the  trade  of  the  imminence  of 
the  issifance  of  the  regulation  covering  juice  grapes  for  out-of-State 

shipment.  i * • 

I state  that  again  because  during  conferences  with  the  industry  in 

California  which  were  held  by . ■ , 

Senator  AIurdock.  Do  you  mean  with  the  wme  industry 
Air  Sanderson.  With  the  juice  grapes  and  table  grape  giowers,  I 
think  they  had  been  led  to  expect  this  regulation  much  sooner,  and 
momentarily  they  were  expecting  to  receive  it. 

Senator  AIurdock.  But  the  growers  of  the  grape  was  interested  in 
nothing  except  the  best  price  he  could  get  for  his  grapes.  The  natural 
thing  for  all  of  us  to  do  is  to  get  the  best  price  we  can  for  the  things 

WO  grow. 

Did  vou  issue  that  release  for  the  benefit  of  the  grape  grower? 

Air.  Sanderson.  The  grower  might  state  that  any  imposition  of  a 
ceiling  is  not  a benefit  when  he  did  not  have  a ceiling. 

Senator  AIurdock.  I am  asking  jmu  now  did  you  issue  the  release 

for  the  benefit  of  the  growers?  ^ 

Air.  Sanderson.  If  information  is  a benefit  it  did  tell  tliein  the 
ceiling  price  was  coming  and  coming  soon.  It  gave  them  notice  if 
they  wanted  to  sell  that  they  had  better  sell  quickly. 

That  is  one  inference  that  could  be  drawn  from  it.  ,1  n. 

Senator  AIurdock.  Now,  did  you  issue  the  release  for  the  benefat 

of  the  wine  manufacturer,  the  wine  producer?  , ,,  , , 

1,  IVlr  Sanderson.  No.  It  merely  repeated  what  had  been  told  tne 

wine  manufacturer  right  along,  that  the  prices  would  be  issued. 

This  makes  the  statement  that  new  regulations  are  expected  to  be 
made  public  within  the  next  few  days,  indicating  the  wine  regulation 
would  come  soon.  It  did  not  come  until  October  1,  due  to  delays  in 

^^^e^ato^r  AIurdock.  Is  it  a practice  of  O.  P.  A.  to  put  out  these 
releases  so  that  people  can  take  advantage  of  what  is  going  to  happen 
a little  later  on? 

Air.  Sanderson.  It  is  not  common  practice. 

Senator  AIurdock.  Is  this  a very  exceptional  proposition,  a very 

exceptional  thing  to  do?  . . , , 1 • j 

Air.  Sanderson.  Not  when  a determination  has  been  made  and  the 

industrv  has  been  consulted  and  they  know  pretty  well  what  is  going 
to  happen. 
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j Senator  Ferguson.  You  say  the  industr}^  was  consulted.  As  I 

understand  it,  there  is  not  an  independent  grape  grower  in  California 
on  your  committee. 

Mr.  Sanderson.  We  had  no  committee  at  the  time. 

Senator  Ferguson.  How  were  they  consulted? 

Mr.  Sanderson.  We  talked  to  many  thousands  of  them. 

Senator  Ferguson.  Will  you  tell  us  who  went  out  and  talked  to 
thousands  of  them? 

Mr.  Sanderson.  I was  one  of  those  who  did. 

Senator  Ferguson.  What  did  you  tell  them?  Did  you  have 
authority  to  make  any  particular  statement?  How  did  you  personally 
know  what  the  regulation  was  going  to  be? 

Mr.  Sanderson.  We  didn’t  know  at  the  time. 

Senator  Ferguson.  Then  how  could  you  talk  to  thousands  of  them 
and  tell  them  anything  that  amounted  to  anything? 

Mr.  Sanderson.  I didn’t  say  ive  told  them  anything.  We  went  to 
consult  them  and  felt  that  we  could  establish  a workable  regulation. 

Senator  Ferguson.  Did  you  tell  them  you  were  or  were  not  goinf 
to  put  a ceiling  on  grapes  to  the  Avineries? 

Air.  Sanderson.  We  didn’t  say. 

Senator  Ferguson.  I take  it  for  granted  that  a grape  grower  would 
be  a farmer.  How  would  he  know  whether  or  not  it  would  not  be 
better  to  dump  his  grapes  immediately  by  contracting  immediately 
at  the  same  price  of  $30.30? 

Mr.  Sanderson.  There  was  no  $30.30  price. 

Senator  Ferguson.  Don’t  you  say  $30.30  j)er  ton? 

Air.  Sanderson.  We  say  that  is  the  price  to  be  used  in  setting  the 
wine  ceiling. 

Senator  Ferguson.  Tell  me  what  grower  would  ever  think  at  that 
particular  moment  that  he  could  ever  get  more  than  the  price  to  be 
used  in  fixing  tbe  wine  price? 

Mr.  Sanderson.  He  would  not  have  to  even  worry  about  that 
because 

Senator  Ferguson.  How  could  he  expect  to  get  any  more? 

Mr.  Sanderson.  Because  the  vintner  Avas  offering  more  right  at  the 
time.. 

Senator  Ferguson.  Didn’t  you  tell  Senator  Murdock  that  the 
tendency  would  be  for  him  to  immediately  dump  his  grapes? 

Mr.  Sanderson.  He  was  speaking  of  the  juice  grapes  on  which  we 
said  there  would  be  an  immediate  ceiling. 

Senator  Ferguson.  But  you  don’t  think  it  would  cause  him  to  do 
anything  with  the  Avine  grapes? 

Mr.  Sanderson.  Not  necessarily. 

Senator  Ferguson.  Don’t  you  think  if  you  Avere  a groAver  you  AA'ould 
get  rid  of  your  grapes  at  a higher  price  than  $30.30? 

Mr.  Sanderson.  I know  I would. 

Senator  Ferguson.  Then  wouldn’t  Mr.  Afattice’s  conclusion  that 
the  people  lost  this  money,  be  a reasonable  conclusion  for  these 
people  to  di-aw? 

Air.  Sanderson.  I certainly  would  not  draw  such  a conclusion. 
As  a matter  of  fact,  the  longer  a ceiling  price  is  held  up  the  greater  the 
return  to  the  groAver  of  the  other  types  of  grapes.  There  was  nothing 
in  any  release  that  I know  of,  no  statement  made  at  any  time,  that 
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was  such  as  to  cause  anybody  to  sell  at  jump  price,  other  than  to  get 
a high  price  before  a ceiling  went  on. 

That  was  done  in  the  case  of  both  the  juice  grapes  and  the  table 
grapes. 

Senator  Ferguson.  You  gave  them  notice  so  they  would  go  out  and 
get  a high  price,  so  that  the  ultimate  seller  would  lose  the  money.  Is 
•-  that  the  reason  for  that  release? 

Air.  Sanderson.  There  was  no  release  other  than  this  statement 
contained  in  this  release. 

Senator  Ferguson.  But  you  Avere  talking  about  one  just  now — you 
were  talking  about  them  getting  a higher  price. 

Air.  Sanderson.  That  is  obvious  if 

Senator  Ferguson.  I don’t  want  any  if’s.  Did  you  issue  such  a 
release? 

Air.  Sanderson.  Only  the  statement  made  in  this  release. 

Air.  AIattice.  It  did  have  the  effect  of  causing  the  growers,  in  large 
numbers,  to  sell  their  grapes  then,  or  soon  thereafter,  did  it  not,  at 
the  prices  then  being  paid,  which  were  around  $75? 

Air.  Sanderson.  The  number  of  grapes  available  on  the  market  on 
the  date  of  this  release  Avould  not  be  representative  of  the  peak 
movement  of  the  crop,  in  my  opinion. 

Air.  AIattice.  By  the  way,  was  this  time,  September  2,  early  or 
late  in  the  grape  season?  I am  not  familiar  with  seasons.  I mean, 
Avas  the  season  late  or  was  it  a normal  season  or  what? 

Air.  Sanderson.  The  season  was  slightly  early  this  year,  and  it 
Avas  a season  of  larger  than  usual  production. 

Air.  AIjVttice.  Production  Avas  larger? 

Air.  Sanderson.  Production  was  larg(w. 

Air.  AIattice.  And  the  price  much  higher  than  it  had  ever  been 
before? 

Air.  Sanderson.  Very  definitely. 

Air.  AIattice.  I wanted  to  ask  you.  Air.  Sanderson,  if  you  were 
present  at  a meeting  of  grape  growers,  shippers,  and  vintners  held  at 

• Fresno,  Calif.,  on  July  30,  1943? 

Air.  Sanderson.  I was  in  California  and  probably  that  is  the  date 
of  the  meeting. 

Air.  AIattice.  At  a meeting  at  which  Air.  Franklin  Gindick  was 

* present? 

Air.  Sanderson.  Yes. 

Air.  Mattice.  And  R.  S.  Garson;  A.  N.  Harrison;  Donald  R. 
Rush;  and  Kenneth  R.  Hampton;  and  John  J.  Gallagher,  chief  price 
attorney;  and  George  C.  Feliz,  district  price  officer;  and  Edward 
Terry,  associate  price  specialist? 

Air.  Sanderson.  Yes,  sir. 

Air.  AIattice.  Was  there  quite  an  attendance  at  that  meeting? 

Air.  Sanderson.  Yes,  sir. 

Air.  AIattice.  Aleaning  by  that,  25,  50,  or  a hundred? 

Air.  Sanderson.  Oh,  probably  300  or  400. 

Air.  AIattice.  I think,  if  the  chairman  please,  in  view  of  the  late- 
ness of  the  hom-,  that  we  cannot  finish  with  this  witness. 

The  Chairman.  I think  we  had  better  rise  until  10:30  in  the 
morning. 

(Wliereupon,  at  4:50  p.  m.,  an  adjournment  was  taken  imtil  10:30 
a.  m.,  January  20,  1944.) 
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THURSDAY,  JANUARY  20,  1944 

United  States  Senate, 

Subcommittee  of  the  Committee  on  the  Judiciary, 

Washington,  D.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10:45  a.  m.,  in 
the  caucus  room.  Senate  Office  Building,  Senator  Frederick  Van  Nuys 
(chairman)  presiding. 

Present:  Senators  Van  Nuys  (chairman),  Murdock,  Ferguson,  and 
Wherry. 

Present  before  the  subcommittee  were  Mrs.  Ida  B.  Wise  Smith, 

Mr.  Wilson  D.  Sanderson,  Mr.  Harold  Epstein,  and  Mr.  James  F. 

Brownlee. 

The  Chairman.  The  committee  will  come  to  order. 

Is  Mrs.  Smith  here? 

Mrs.  Smith.  Yes. 

STATEMENT  OF  MRS.  IDA  B.  WISE  SMITH,  PRESIDENT  OF  THE 

WOMAN’S  CHRISTIAN  TEMPERANCE  UNION,  EVANSTON,  ILL. 

The  Chairman.  Will  you  state  your  name  to  the  committee,  Mrs. 

Smith? 

Mrs.  Smith.  Ida  B.  Wise  Smith. 

The  Chairman.  Wffiere  do  you  live,  Mrs.  Smith? 

Mrs.  Smith.  I am  a citizen  of  the  State  of  Iowa  but  a resident, 
at  the  present  time,  of  Evanston,  111.,  because  that  is  the  headquarters 
of  the  organization  and  for  business  reasons  I reside  there,  but  I 
vote  in  Iowa. 

The  Chairman.  You  are  the  president  of  the  national  association 
of  the  Woman’s  Christian  Temperance  Union? 

Mrs.  Smith.  I am. 

The  Chairman.  How  long  have  you  been  president  of  that  organ- 
ization? 

Mrs.  Smith.  This  is  my  tenth  year,  so,  you  see,  I am  somewhat 
experienced. 

The  Chairman.  Would  I be  presuming  to  ask  what  your  age  is? 

Mrs.  Smith.  I am  72 — no,  I am  71,  but  I will  be  72  next  July. 

The  Chairman.  Mrs.  Smith,  the  press  associations  in  Nation-wide 
publicity  carried  an  article  not  long  ago  to  the  effect  that  this  sub- 
committee of  the  Senate  Judiciary  Committee  was  under  the  control 
of  and  inspired  by  the  national  distillers  of  this  country  and  they 
attributed  that  to  a resolution  or  statement  of  some  l^d  to  the 
Woman’s  Christian  Temperance  Union  at  Evanston.  111.,  where  you 
are  located.  What  is  the  fact  about  that? 
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Mrs.  Smith.  I have  made  that  the  first  paragraph  of  my  statement 
to  you,  gentlemen. 

The  Chairman.  All  right. 

Ml’S.  Smith.  I saw  that  press  release  also.  It  has  always  been  the 
policy  and  habit  of  th'e  Woman’s  Christian  Temperance  Union  to 
make  only  such  statements  and  give  out  such  information  as  it  can 
verify  and  of  which  it  can  produce  proof.  Through  the  70  years  of  our 
history  there  has  been  built  up  a policy  of  accuracy  which  we  expect 
always  to  continue. 

I speak  of  this  because  an  unauthorized  press  release  which  related 
to  the  subject  under  consideration  by  this  committee  has  recently 
been  issued.  I repeat,  we  do  not  prejudge  the  action  of  a committee 
or  an  individual  whether  we  agree  or  disagree.  We  are  not  responsible 
for  that  release. 

The  Chairman.  Then  it  was  not  authorized  by  the  national 
Woman’s  Christian  Temperance  Union? 

Mrs.  Smith.  No. 

The  Chairman.  Or  any  local  body,  is  that  true,  Mrs.  Smith? 

Mrs.  Smith.  I presume  not  by  any  local  body.  I do  not  know  of 
anybody  that  would  make  that  statement. 

The  Chairman.  All  right.  Do  you  have  a prepared  statement? 

Mrs.  Smith.  I have. 

The  Chairman.  If  you  will  just  read  it,  then. 

Mrs.  Smith.  If  you  will  pardon  a personal  reference,  I will  say,  and 
my  life  work  has  demonstrated  it,  I believe,  that  I am  open-minded, 
I study  all  sides  of  any  Question.  I Quote  you,  therefore,  the  state- 
ments of  the  liQUor  interests  in  most  cases,  rather  than  making  my  own 
comments. 

First  gentlemen,  I want  to  bring  to  your  attention  some  statements 
which  the  alcoholic  beverage  industry  are  making  about  you — 
perhaps  you  do  not  read  them  as  I do  not  read  all  of  the  things  that 
are  written  about  me.  May  I first  call  to  your  attention  what  they 
say  about  this  investigation  and  I Quote  from  Tap  & Tavern  of 
December  13,  1943  [reading]: 

Up  to  this  writing  there  have  been  no  fireworks  from  the  Senate  committee. 
Its  meetings  have  been  behind  closed  doors.  By  the  time  open  hearings  get 
under  way,  probably  before  this  appears,  the  committee  members  will  have  a 
line  on  conditions  both  in  the  District  of  Columbia  and  over  the  Nation.  It  is 
difficult  to  say  which  interests  them  most- — the  local  situation  or  the  plight  of  the 

trade  and  consumers  in  other  sections.  _ 

Judging  from  their  statements,  members  are  more  exercised  about  trade 
conditions  in  Washington  than  anything  else.  This  is  what  really  set  them  off, 
and  from  court  cases  and  arrests  noted  in  the  paper,  the  members  have  something 
to  go  on  when  they  discuss  Washington  conditions.  Whatever  happens  over 
this  country,  the  Washington  tradesmen  undoubtedly  face  a much  tighter  situa- 
tion hereafter.  , ..u  u-  j-  i-n 

In  the  midst  of  all  the  criticism  and  verbal  cross-fire,  one  of  the  big  distillers 

decided  to  have  a cozy  little  party  in  Washington,  just  for  some  really  big-wigs— 


who  in  the  world  do  you  suppose  that  is? — 

it  looked  like  the  wrong  move,  but  later  word  indicated  that  the  distiller  is 
interested  in  post-war  trade  opportunities  in  Latin  America,  and  the  party  was 
really  a sort  of  convivial  post-war  planning  session. 

Meanwhile,  there  is  still  some  doubt  as  to  how  seriously  to  take  the  War  Pro- 
duction Board’s  rejection  for  the  second  time  of  the  idea  of  a beverage  production 
period.  There  is  no  question  that  the  War  Production  Board  means  what  it  says. 
This  column  got  the  word  direct  on  that  point.  But,  it  is  now  pointed  out,_  the 
revival  of  the  issue  came  from  Members  of  Congress  and  they  may  not  be  inclined 
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to  listen  to  reason,  or  at  any  rate,  to  reasons  advanced  by  the  War  Production 
Board. 

Gentlemen,  I want  to  show  you  your  picture  which  the  Tap  and 
Tavern  has  of  you.  I thought  you  would  be  very  much  mterested,  as 
I am,  in  what  is  going  on.  There  is  your  picture. 

(The  picture  was  handed  to  the  committee.) 

Senator  Murdock,  It  must  be  of  the  chairman.  I do  not  recognize 

myself.  , , . i# 

Mrs.  Smith.  Very  often,  gentlemen,  I do  not  recognize  myseli 

either  but  I never  had  the  honor  of  being  pictured  by  the  liQUor 

industry  and  you  have.  , , ..i  -i.  j 

The  Chairman.  It  looks  more  like  Senator  Murdock  than  it  does 

of  me,  I think.  ,.  . , 

Mrs.  Smith.  I want  to  read  you  somethmg  from  this  editorial 

headed  “Clear  the  air,”  . , , . t j 4.  * 

I would  like  to  read  you  the  whole  editorial  but  I do  not  want  to 

bore  you  that  way.  [Reading:] 

And  already  there’s  talk  of  the  possibility  that,  as  a result  of  the  investigation. 
Congress  may  press  for  resumption  of  production  for  beverage  purjwses  to  relieve 
a shortage  situation  that  threatens  to  have  drastic  '^^Pf^cussions  throughout 
Nation.  Talk  in  the  Capital  is  to  the  effect  that  even  though  the  War  Production 
Board  is  against  limited  liquor  production.  Congressmen,  when  they  learn  the  real 
facts  and  become  convinced  that  rationing  by  distillere  isn  t a deep,  dark  plot  to 
line  their  pockets  with  gold,  may  decide  that  the  Nation  s best  interests  will  be 
served  by  permitting  distillers  to  replenish  their  stocks  to  some  extent. 

Any  res^ption,  naturally,  cannot  be  undertaken  at  the  expense  of  war 
effort  That^s  why  it  would  be  foolish  for  members  of  the  trade  to  bank  on  i^ 
But  if  Congressmen,  as  the  result  of  inquiry  into  industry  practi^s,  begin  to  think 
in  terms  of  the  trade's  real  problems  rather  than  sensational  headline-capturing, 

charges — 

I take  it  that  is  for  the  press — 

the  industry  will  have  influential  friends  to  see  that  beverage  distilling  is  resumed 
when  the  first  real  opportunity  presents  itself. 

Then  it  continues,  but  I will  not  read  more  of  that,  so  may  I pass 
on  to  my  next  one? 

This  is  what  they  say  about  the  shortage.  You  have  perhaps  seen 
this  because  it  is  from  the  Times-Herald  of  this  city.  You  have  seen 
this  page,  of  course. 

The  Chairman.  Yes;  we  have  seen  that.  . 

Mrs.  Smith.  Yes,  and  the  liQuor  interests  take  a full-page  ad  in 
this  shortage  of  newsprint.  I am  Quite  cognizant  of  the  publishing 
business  because  I am  publisher  of  two  papers  but  the  hQuor  interests 
can  take  a full-page  ad  in  this  shortage  [reading]: 

“How  much  whisky  is  there  actually  in  storage?”  The  answer  is.  Approxi- 
mately 303,000,000  gallons.”  While  the  Alcohol  Tax  Unit  of  the  Treasury  Depar^ 
ment  as  of  October  31,  1943,  reported  an  inventory  of  399,023,881  gallons  origi- 
nally put  in  barrels,  96,000,000  gallons  have  actually  disappeared  through  soakage 
and  evaporation,  which  leaves  a net  of  about  303,000,000  gallons. 

I would  not  dare  to  suggest  but  really,  as  a citizen,  I would  like  to 
know  what  became  of  it  when  it  evaporated.  It  must  have  poor 

storage.  ^ - mom  / 

May  I pass  on  to  my  next  item?  This  is  from  Tap  & lavem  for 

January  10,  1944,  but  it  is  for  the  month  of  November  and  states  that 
the  figures  are  nearly  the  same.  It  is  titled  “Bonded  Liquor  With- 
drawals Are  Halved.”  [Reading:] 
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Although  bottled-in-bond  whisky  withdrawn  in  November  w'as  only  relatively 
little  less  than  in  the  same  month  a year  ago,  withdrawals  of  the  same  class  of 
whisky  for  the  period  of  July-November,  inclusive,  1943,  were  less  than  half  than 
for  the  same  months  of  the  previous  year. 

Withdrawals  of  bottled-in-bond  whisky  in  November  totaled  1,689,119  tax 
gallons,  compared  with  1,127,188  tax  gallons  in  November  1942.  In  the  months 
of  July  to  November,  inclusive,  withdrawals  of  bonded  liquor  in  1943  amounted 
to  4,097,221  tax  gallons,  whereas  in  the  same  period  in  1942  they  totaled  8,238,104 
tax  gallons. 

IMPORTS  MADE  BIGGEST  GAINS  DURING  I&43 

Imports  of  whisky,  brandy,  gin  and  rum,  besides  other  beverage  liquors,  from 
^tin-American  or  North  American  countries  (Canada)  showed  tremendous  gains 
in  1943,  advance  figures  furnished  the  Gillette  Senate  Committee  by  the  Bureau 
of  Foreign  and  Domestic  Commerce  revealed  last  w^eek. 

These  figures  have  not  been  made  public  generally,  but  the  committee  asked 
for  them  in  order  to  have  a complete  picture  of  the  alcohol  situation. 

They  show^ed  total  brandy  imports  were  89,227  proof  gallons  in  1942,  and  379,240 
proof  gallons  in  the  months  from  January  to  August  1943. 

The  break-down  of  this  total,  to  show  North  American  sources,  gives  Mexico 
232,280  proof  gallons  shipped  to  the  United  States  in  these  months  of  1943,  in 
containers  of  more  than  1 gallon,  in  place  of  1942  shipments  from  that  country 
amounting  to  40,965  proof  gallons.  No  other  countries  on  this  side  are  mentionecl 
as  suppl3ung  brandy. 

Total  gin  imports  reported  for  January-August  1943,  w^ere  3,743,873  proof 
gallons,  compared  to  63,529  proof  gallons  in  all  of  1942.  Cuba  contributed 
3,160,867  proof  gallons  to  the  1943  total,  Mexico  489,505  gallons. 

Whisky  imports,  in  containers  of  1 gallon  or  less,  totaled  9,339,005  proof  gallons 
in  all  1942,  compared  with  9,784,360  proof  gallons  in  1941,  and  for  the  period 
January— August  1942,  4,400,015  proof  gallons.  For  the  same  months  of  1943, 
this  total  rose  to  6,275,430  proof  gallons. 

Of  the  total,  Cuba  is  credited  w'ith  shipping  63,573  proof  gallons  in  containers 
of  more  than  1 gallon,  Mexico,  the  Virgin  Islands,  the  British  West  Indies,  includ- 
ing Jamaica,  furnished  varied  small  amounts.  Other  origins  are  not  specified  in 
the  report. 

Rum  shipments  vied  with  gin  for  honors  in  the  1943  figures. 

Rum  from  Puerto  Rico  amounted  to  2,600,125  proof  gallons  in  the  period 
January-August  1943,  compared  with  2,222,311  in  the  same  period  of  1942,  and 
total  of  2,745,322  proof  gallons  for  all  of  1942. 

Rum  from  the  Virgin  Islands  amounted  to  1,156,399  proof  gallons  in  the  same 
period  of  1942.  Cuba  shipped  1,415,617  proof  gallons  for  January  to  August  1943, 
against  3,445  proof  gallons  in  all  1942. 

Varied  quantities,  and  in  varied  sized  containers,  wrere  noted  for  Mexico,  Ber- 
muda, Jamaica,  other  British  West  Indies,  French  West  Indies,  Haiti,  and  Curacao 
(Dutch), 

In  addition,  countries  on  this  side  furnished  a variety  of  cordials,  liqueurs,  and 
other  specialties. 

Passing  on  to  the  next,  this  is  also  from  Tap  & Tavern  for  Decem- 
ber 20, 1943,  a very  recent  copy,  you  understand,  and  is  entitled  “We’re 
in  There  Pitching,  Say  Hotel  Heads — Philadelphians  Deny  Shortages 
Will  Have  Drastic  Effect  on  Operations.”  [Reading:] 

Philadelphia,  Pa. — For  the  sake  of  those  Philadelphians  who  were  puzzled 
about  the  reactions  of  local  hotel  men  to  liquor  shortages  because  of  contradicting 
headlines  in  the  Philadelphia  Inquirer  and  Record,  Tap  & Tavern  conducted  its 
own  survey — and  our  nod  goes  to  the  Record. 

Last  Thursday's  Inquirer  carried  this  alarming  headline:  “Hotels  may  close 
bars  in  liquor  shortage,”  while  the  same  morning's  issue  of  the  Record  has  this 
to  say:  “Big  hotels  deny  bars  will  close.”  So  it  w^as  a case  of  “You  pays  your 
money  and  you  takes  your  choice.” 

To  get  a more  consistent  picture,  we  conducted  a telephone  survey  and  found 
that  hotel  heads  are  anything  but  alarmists.  Daniel  M,  Crawford  of  Hotel 
Philadelphian  summed  it  up  well  for  all  the  hotel  directors  when  he  said  that, 
“So  long  as  rationing  continues  and  so  long  as  hotels  curtail  their  sales  sensibly, 
there  is  no  danger  of  bars  closing.” 

Referring  to  operations  at  the  Philadelphian,  Mr.  Crawford  said,  “We  have  cur- 
tailed hours  to  some  extent.  Instead  of  opening  our  cocktail  bar  at  9 a.  m.  and 
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closing  at  2 a.  m.,  we  open  at  noon  and  close  midnight.  Our  supper  room  closes 
at  1 instead  of  2 a.  m.  We  have  enough  wune  to  fill  the  demand.” 

Silvio,  maitre  d'hfitel  of  the  Ritz-Carlton,  asserted  that  no  Scotch  is  being 
sold  in  the  street  level  bar,  but  that  otherwise  the  situation  is  well  in  hand.  He 
indicated  that  the  hotel  had  approximately  6 months*  supply  of  rye  whisky  on 
hand  and  a plentiful  supply  of  wine.  ^ • u x > 

If  anything  of  a sweeping  nature  is  done  to  restrict  sales,  themid-city  hotels 
will  act  together,  it  was  indicated. 

The  alcoholic  beverage  industry  recognized  the  seriousness  of  the 
food  shortage.  Here  is  another  article  and  this  is  from  the  December 
20  issue  of  Tap  & Tavern.  It  is  entitled  “Distillers  Prepare  for 
Drought,”  by  Sidney  B.  Self,  in  Barron’s  National  Busmess  and 
Financial  Weekly;  so  you  see,  gentlemen,  I am  keeping  faith,  I am 
not  bringing  in  my  own  opinions.  I am  bringing  you  now  an  article 
from  this  great  business  paper  [reading]: 

But  there  is  obviously  a w'hisky-bu\dng  panic  under  w^ay.  Not  only  is  demand 
from  the  public  rich  with  w^ar  wages  bigger  than  it  has  ever  been,  but  whisky  is 
an  ideal  commodity  to  hoard.  At  the  moment  it  looks  as  though  it  was  certam 
to  rise  in  value,  and  most  people  w’^ho  would  hesitate  to  hoard  anything  else 
would  not  scruple  to  have  a cellar  full  of  wrhisky. 

Must  retain  a backlog:  Probably  the  distillers  could  sell  out  their  total  stock 
good  for  3 or  4 normal  years  in  less  than  a year,  if  they  w^anted  to  do  so.  But  u 
they  did,  all  of  the  profits  would  go  into  taxes,  and  there  would  be  nothing  left 
as  a backlog  to  start  post-w^ar  business  over  again. 

Behind  the  whisky-buying  panic  are  two  factors  w^hich  likewise  have  caused 
the  distillers  considerable  concern.  War  requirements  for  alcohol  are  apparently 
going  to  be  much  larger  than  expected,  and  war  and  post-war  needs  for  food  grains 

loom  bigger  every  day.  , t_i_  • j x 

Alcohol  is  becoming  the  mainstay  of  the  w'artime  synthetic  rubber  industry. 
Synthetic  rubber  is  made  from  butadiene,  a hydrocarbon  chemical  that  can  be 
produced  either  from  j>etroleum  or  from  alcohol  made  from  grain.  Now  that  the 
synthetic  rubber  plants  are  running  it  has  been  found  that  the  degree  of  purity  of 
the  butadiene  from  alcohol  is  higher  than  that  from  some  of  the  petroleum  plants. 
At  the  same  time  the  need  for  high-octane  gasoline  is  preempting  the  petroleum 
products  which  are  the  starting  point  both  for  airplane  fuel  and  rubber, 

♦ * * * * * 

The  food  situation  is  another  reason  for  gloom  in  the  whisky  outlook.  The 
supply  of  corn  for  processing  is  short,  and  wheat  is  being  used  reluctantly,  because 
J I • of  its  cost — as  a raw  material  for  making  alcohol. 

i May  I interpolate  a personal  comment,  Mr.  Chairman? 

I The  Chairman.  You  may,  • 

Mrs.  Smith.  The  trouble  that  is  mentioned  there  is  that  it  costs 
I * more.  My  trouble  is  that  the  world  is  hungry  for  bread  and  yet  the 

I liquor  interests  would  use  the  wheat,  as  well  as  the  com,  if  they  could. 

It  lies  wdth  you,  gentlemen,  if  they  do. 

j Wheat  and  corn  are  two  of  the  chief  easily-stored  food  crops,  and  there  seems 

little  doubt  that  even  if  the  w'ar  in  Europe  ends  next  year,  there  wrill  still  be  an 
;[  enormous  drain  on  the  country's  food  stocks. 

♦ ♦♦**** 
American  Distilling  Co.,  which  has  about  250,000  barrels,  is  selling  it  to  stock- 
holders at  cost,  around  $30  a barrel.  This  has  the  advantage  of  letting  share- 
holders cash  in  at  present  high  prices.  If  the  company  continued  to  sell  its  whisky 
through  normal  channels,  the  total  proceeds  would  not  be  half  as  much,  because 
the  bulk  of  earnings  would  go  into  excess  profits  taxes.  When  a company  liqui- 
' dates  or  sells  out,  taxes  are  paid  under  the  capital-gains  law,  so  that  payments  are 

proportionately  much  less.  x j -n 

As  it  is,  American  will  continue  making  alcohol  for  the  Government  and  will 
have  $8,000,000  in  cash,  as  proceeds  of  the  sales  to  stockholders,  to  start  in  ousi- 
! ness  after  the  war.  Even  without  reserves  of  old  whisky  this  company  after  the 

! war  could  do  a profitable  business  in  rectifying  and  blending,  as  many  other  com- 

panies did  in  the  early  days  of  repeal  when  bonded  whisky  was  scarce. 

♦ ♦♦**♦* 
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Price  wars  thing  of  past:  * * * Dealers  who  suddenly  found  that  they 

had  to  fight  to  get  merchandise  were  no  longer  in  a position  to  demand  long  credits 
and  this  also  lessened  the  burden  on  distillers’  working  capital.  ’ 

***♦*♦♦ 
Purchaser  role  of  distillers:  It  might  appear  that  the  big  distillers  are  using  up 
the  money  they  have  accumulated  by  selling  inventories  over  the  past  year  or 
more  in  buying  more  expensive  whisky  from  other  companies.  This  is  to  some 
extent  true.  However,  the  whisky  which  they  are  buying  can  be  sold  during  the 
wartime  period  of  drought  and  there  will  be  some  advantage  in  the  fact  that  it  is 
costing  very  much  more  than  their  original  stocks.  Selling  their  old  low-cost 
whisky  means  that  most  of  the  proceeds  goes  into  excess-profits  taxes.  Higher- 
cost  whisky  will  reduce  profits  and,  therefore,  taxes.  At  the  same  time,  it  will 
permit  companies  to  hold  their  low-cost  inventories  and  still  keep  a substantial 
part  of  their  sales  volume. 

Inventory  problem;  * * * The  distillers  will  at  least  have  plenty  of  cash 

to  use,  whereas  when  they  started  up  after  repeal  they  had  to  borrow  a good 
deal  of  the  money.  In  any  event,  the  cost  of  raw  whisky  is  less  of  a problem 
than  the  financing  of  accounts  receivable.  Whisky  has  been  costing  only  around 
50  to  60  cents  a gallon  (12  cents  to  15  cents  a quart)  to  make,  and  at  times  of  low 
^ain  prices  the  initial  cost  has  been  only  half  this.  The  financing  problem  lies 
in  the  Federal  excise  taxes  which  become  part  of  the  selling  price  to  dealers  who 
must  be  financed. 


The  oasis  period  topic:  The  big  uncertainty  is  how  long  the  liquor  supply  will 
l^t.  There  are  now  about  400,000,000  gallons  of  whisky  in  storage,  or  at  least 
there  are  about  8,000,000  barrels  which  were  originally  filled  with  50  gallons 
each. 


You  notice  they  were  originally  filled — 

Incidentally,  about  80  percent  or  more  of  this  stock  is  in  the  hands  of  the  four  big 
distillers,  Schenley,  Seagrams,  Hiram  Walker,  and  National  Distillers. 

Yet  they  still  tried  to  increase  sales. 

Ba^er  tells  of  shortages  in  radio  talk:  Urges  public  not  to  deal  in  black  mar- 
kets; Guiney  also  speaks — 

which  is  from  Tap  & Tavern  dated  December  6,  1943.  I have  other 
papers  hut  these  seemed  rather  to  the  point.  [Reading:] 

Like  other  commodities,  “whisky  is  subject  to  the  law  of  supply  and  demand. 
When  it  was  realized  that  there  was  a whisky  shortage,  scare  buying  ensued,” 
Mr.  Baxter  said.  “Consumers  who  normally  kept  on  hand  a bottle  or  two,  felt 
impelled  to  lay  in  a reserve  of  several  cases.  Bootleggers  and  black  marketeers, 
sensing  a rich  harvest,  bought  as  much  merchandise  as  they  could  lay  their 
hands  on.” 

He  pointed  out  that  the  situation  was  aggravated  by  the  fact  that  not  a gallon 
of  whisky  had  been  produced  since  October  8,  1942. 

The  fashion  of  the  industry  has  been  that  as  long  as  the  Government  requires 
lU  entire  distilling  facilities  for  the  production  of  war  alcohol,  these  facilities 
should  be  devoted  100  percent  to  that  purpose.  When  the  total  facilities  are 
no  longer  needed  by  the  Governmeqt,  the  distillers  feel  that  at  least  a partial 
resumption  of  the  making  of  whisky  should  be  granted  in  order  to  alleviate  the 
critical  shortage  and  its  resulting  evils.” 

******* 

Tive-bottle  demand  two-bottle  supply:  He  concluded  with  an  admonition  to 
the  P^t>lic  that  since  we  are  faced  with  a five  bottle  demand  and  a two  bottle 
supply,  the  only  answer  can  be  public  cooperation  and  understanding — “and  the 
relaization  on  the  part  of  the  public  that  it  must  curtail  its  consumption  of  shisky 
just  as  it  has  had  to  curtail  its  consumption  of  other  scarce  commodities.^^ 

My  hope,  gentlemen  of  the  committee,  was  that  I might  present 
here  some  possible  leads  for  your  further  investigation  of  this  industry. 
That  is  rather  presumptuous,  I admit,  but  again  I prefer  to  take  their 
own  statements  from  their  own  mouths.  This  is  also  from  Tap  and 
Tavern,  dated  November  29,  1943,  and  is  entitled  “Wholesalers  are 
urged  to  toe  the  line — Association  warns  them  not  to  sell  to 
black-market  sources”  [reading]:  ' 
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Wholesalers  must  refrain  from  selling  to  persons  who  divert  the  merchandise 
to  black  markets,  even  if  it  means  a sacrifice  of  extra  profits.  This  was  the 
essence  of  a message  printed  as  an  advertisement  in  Beverage  Media  and  paid 
for  by  the  Greater  New  York  Wholesale  Liquor  Dealers  Association. 

The  ad  asserted  that  unless  the  practice  is  stopped,  the  entire  industry  will  be 
the  loser  in  the  eyes  of  the  public. 

Headlined  “Survival — or  a Dead  Pigeon” — the  ad  read: 

“Tavern  men,  package  store  dealers,  wholesalers,  and  importers  are  all  faced 
with  the  same  common  problem — how  much  goods  can  we  obtain  from  our 
suppliers? 

“The  outlook  is  not  too  bright.  The  action  of  the  War  Production  Board  in 
refusing  any  production  for  beverage  use,  and  talk  of  limiting  the  importation  of 
Cuban  and  Caribbean  rum,  gin,  or  spirits,  makes  the  supply  situation  more 
'tight.'  Limiting  the  supply  of  bottles  to  65  percent  of  1942,  extended  to  the  end 
of  the  vear,  and  the  shortage  of  cartons  and  caps  makes  bottling  of  bulk  goods  more 
difficult  and  uncertain.  Further  calls  for  manpower  in  our  noiiessential  industry 
slows  down  operations.” 

I call  your  attention  to  the  acknowledgment  by  this  memorandum  that 
they  are  a nonessential  industry  and  that  is  a very  serious  question  we 
face  today. 

As  I listened  yesterday  to  the  committee  on  the  question  of  the  con- 
scription of  men  and  women;  women  who  have  never  been  conscripted 
in  the  United  States  before  and  women  who  are  needed  in  their  homes 
to  protect  the  home,  all  of  that  [readmgj: 

Further  calls  for  manpower  in  our  nonessential  industry  slows  down  operations. 
Regulations  of  O.  D.  T,  curtail  deliveries. 

Opposition  to  trade  flourishes:  Newspaper  reports  of  Office  of  Price  Adminis- 
tration violations,  seizures  of  trucks  taking  merchandise  from  retailers  in  this 
market  to  other  markets,  and  the  reported  inability  of  consumers  to  obtain 
legitimate  merchandise  at  legitimate  prices  are  encouraging  opposition  to  the 
entire  industry. 

Considering  conditions  in  other  parts  of  the  country,  we  in  New  York  are  in  a 
very  favorable  position.  But  we  should,  and  must,  recognize  our  own  respective 
responsibilities.  After  all,  why  complain  about  the  shortage  of  merchandise  and 
then  sell  to  persons  who  take  the  goods  to  other  markets?  Why  sell  indiscrimi- 
nately in  any  quantity,  and  then  say  we  are  not  getting  enough  goods? 

Answerable  to  customers:  In  the  last  analysis,  we  are  all  answerable  to  our 
customers— the  public.  It  seems  needless  to  point  out  that  violations  of  this 
nature  are  detrimental  to  the  entire  industry,  cause  bad  public  relations,  and  to 
the  firm  or  individual  involved  possible  loss  of  license  and  a good-going  business, 
and  the  financial  loss  of  fines,  penalties,  etc.  From  a purely  business  basis,  not 
considering  ethics,  laws  or  regulations,  this  seems  too  high  a price  to  pay  for  a 
little  extra  profit,  or  even  a large  profit. 

Is  it  necessary  to  show  the  foolishness,  the  fallacy,  the  dangers  and  the  poor 
business  policy  of  this  method  of  operations? 

Considering  all  of  our  difficulties  and  problems,  if  each  and  every  one  of  us 
employs  a proper  and  equitable  rationing  plan  to  fit  our  individual  situation,  all 
of  us  can  remain  in  business  and  weather  the  storm.  We  must  think  this  thing 
out,  make  our  plans,  budget  and  ration,  play  ball  according  to  the  rules,  and 
“hew  to  the  line.” 

That  is  the  formula  for  survival. 

Here  is  a brief  article  which  I thought  might  interest  you.  It  w^  in 
Tap  and  Tavern  of  January  3,  1944  and  is  from  Philadelphia  [reading]: 

One  Thousand  Bottles  Lost  in  State  Store  Robbery 

More  than  1,000  bottles  of  liquor  and  wines  taken  from  a State  liquor  store  at 
324  South  Second  Street  here — 

that  is,  in  Philadelphia — 

during  the  holidays  were  valued  at  $3,191.79  and  included  Scotch  and  rye  whiskies 
difficult  to  get  at  most  State  stores  here. 

This  was  made  known  last  week  by  Oscar  Jacobs,  manager  of  the  South  Phila- 
delphia store,  in  an  accounting  to  the  first  detective  division  at  Fifteenth  Street 
and  Snyder  Avenue.  The  store  was  one  of  three  robbed  over  the  holidays. 
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Here  is  some  infonnation  from  State  administrators  which  is  taken 
f TD  ^ ]^st  complied  by  Allied  Liquor  Industries’  Department 
ot  Lublic  Information.  These  questionnaires  were  sent  to  the  State 
commissioners  and  question  No.  1 was: 

Bootlegging  and  black  marketing  in  the  past  6 months  in  our  State  has— 


here  are  the  States:  ^abama,  Arkansas,  California,  Florida,  Idaho 
Iowa  Indiana,  Louisiana,  Maine,  Maryland,  Massachusetts,  Minne- 
sota  Missouri,  Montana,  New  Hampshire,  Now  York,  North  Carolina, 
North  Dakot^  South  Dakota,  Tennessee,  Texas,  Utah,  Vermont, 
Washington,  West  \irginia,  Wisconsin,  and  Wyoming. 

Twenty-five  percent  of  those  States  report  ed  that  bootlegging  and 
black  marketing  m their  States  has  not  changed  in  the  past  6 months: 
in  53  percent  of  those  States  they  reported  it  had  increased,  and  in 
3 percent  the  report  was  it  had  decreased. 

The  second  question  that  was  on  this  questionnaire  was  whether 
such  operations  involved  chiefly  legal  liquor,  moonshine  or  “doctored” 
legal  iquor.  Fifty-seven  percent  of  these  States  reported  that  it  was 
legal  liquor;  11  percent  reported  it  was  moonshine  and  7 percent  re- 
ported it  was  doctored”  legal  liquor. 

Now,  gentlemen  I thought  you  would  like  to  look  at  a picture  that 

was  m Colliers  It  states  here  “Repeal  did  not  cure  evils  of  illicit 
liquor  and  bootleggers.” 

I thought  I would  read  some  of  it.  The  title  of  the  article  is  “The 

Rum  Racket  Returns,  by  Walter  Davenport,  and  that  will  be  the 
opposite  of  your  speaker. 

It  talks  aljout  Joe.  Joe  is  the  old  bootlegger, 

Joe  aU  right.  Joe  hadn’t  been 
around  since  the  eighteenth  amendment  was  repealed.  Back  in  the  late  twenties 

^ named  Tony,  who  was  knocked  ofiF  by  A1  Capone’s  mob  on 

before  a Federal  grand  jury,  used  to  sell  us  popskull 
Scotch,  rye,  bourbon,  gin  and  even  champagne — ^ " 

which  meant  swfift  cider.  But  he  goes  on,  and  I will  not  bother  to 
^ this,  but  he  describes  Joe's  procedure, 

^ interfere,  but  we  have  all  seen 

that,  Mrs.  Smith. 

AIi-s.  Smith.  It  comments  in  here  about  the  menace  to  the  armed 
forces  and  I tell  you  that  hits  hard  into  any  woman’s  heart  and  any 
m^  s heart  when  they  talk  about  our  armed  forces. 

Gentlemen,  I w'onder  if  you  know  all  that  is  being  done  to  the  armed 
forces  of  our  country  to  make  them  the  prey  of  the  liquor  dealers  of 
Uiis  country?  I have  a long,  long  list  which  I did  not  bring  but  for 
your  record  I might,  if  you  would  like  it,  present  the  statements  and 
papers  that  I have  which  have  been  made  in  regard  to  the  boasts 
of  the  brewers  and  distillers  of  the  country  as  to  how  they  are  profitinsr 
from  tlm  young  men  m our  armed  forces  and  young  women  now^,  as 
well.  They  are  bragging  about  it.  They  are  bragging  when  these 
young  men  come  home  they  will  be  their  prey.  I might  have  brought 
you  over  the  Brewers  Journal  which  I have  in  my  office,  in  which 
^ey  go  on  to  show  that  after  the  war  period  there  will  have  to  be 
dffierent  kinds  of  beer  made  and  they  will  not  know  just  what  kind 
they  want  to  make  until  the  men  come  home  and  find  out  which  kind 
of  beer  the  men  will  like  best.  It  is  not  because  I am  a prohibitionist. 

It  is  because  I am  a lover  of  humanity;  because  I love  the  women  and 
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men.  My  grandson  is  in  the  Army.  Aly  son  is  too  old  to  go  in  the 
Army,  but  he  has  given  up  his  business  and  is  working  in  a plant  so  ^ 
he  can  contribute  to  the  war  effort. 

(The  statements  and  papers  referred  to  above  are  as  follows:) 

Following  are  excerpts  from  an  editorial  in  the  Brewers’  Digest  of  May  1941; 

“One  of  the  finest  things  that  could  have  happened  to  the  brewing  industry 
was  the  insistence  by  high  ranking  Army  officers  k>  make  beer  available  at  Army 
camps  * * 

“The  opportunity  presented  to  the  brewing  industry  by  this  measure  is  so 
obvious  that  it  is  superfluous  to  go  into  it  in  detail  * * 

“Here  is  a chance  for  brewers  to  cultivate  a taste  for  beer  in  millions  of  young 
men  who  wiU  eventually  constitute  the  largest  beer-consuming  section  of  our 
population.” 

“The  present  conscripted  Army  is  the  jealously  guarded  pride  and  joy  of  the 
entire  Nation.” 


[From  the  Americau  Brewer,  September  1943,  p.  18} 

When  Johnny  Comes  Mabching  Home 
* * « *-*  * « 

It  is  possible,  for  an  example,  that  the  young  men  now  abroad  may  return  with 
a taste  for  a greater  variety  of  beers  and  that  some  brewers  may  prefer  to  produce 
at  least  two  types  of  brews,  dark  and  light,  to  answer  the  demand.  The  assump- 
tion is  that  brewing  as  an  industry  has  reached  a standard  of  industrial  perfection 
that  brewers  will  want  to  maintain.  No  one  expects  a substantial  modification 
of  the  present  legal  requirements  as  to  alcoholic  content  after  the  military  au- 
thorities have  practically  put  their  stamp  upon  them  by  their  recent  decision  to 
purchase  3.2  beer  for  the  armed  forces. 


(From  tbe  Brewers*  Journal,  November  15, 1943,  p.  44] 

Beware  of  the  Voice  op  the  People 

* * * And  when  I use  the  word  “saboteurs,”  I do  so  advisedly. 

W^hat  else  would  you  call  those  retailers  "who  get  their  names  in  the  headlines 
for  their  sales  after  closing  hours;  their  sales  to  minors  and  drunks;  and  their 
immoral  attractions?  VTiat  else  would  you  call  those  retailers  who  refuse  to 
correct  conditions  that  are  harmful  to  the  morals  and  morale  of  our  boys  in 
uniform? 

I have  no  figures  to  show  the  total  number  of  man-days  lost  by  our  boys  in 
the  armed  forces  as  a result  of  their  contacts  with  that  type  of  tavern,  although 
it  is  reported  by  one  Army  colonel  that  in  the  small  area  under  his  control  he 
estimates  that  the  loss  of  Army  training  time  w^ould  equal  100,000  man-days  . 

I have  no  figures  to  show'  the  number  of  our  boys  who  are  serving  their  country 
in  this  World  War  by  standing  guard  before  taverns  which  our  military  officers 
have  been  compelled  to  declare  “off  limits.” 

But  I do  have  the  names  and  addresses  of  hundreds  of  taverns  which  have  been 
declared  “off  limits,”  and  in  many  places  the  assigned  reasons  are  usually  moral 
and  medical.  You  might  claim  that  this  has  little  or  nothing  to  do  with  the  con- 
sumption of  alcoholic  beverages.  Nevertheless,  the  publicity  which  this  type 
of  outlet  is  creating  has  very  much  to  do  with  the  public’s  opinion  of  our  indus- 
try.  * * ♦ 

Mrs.  Smith.  You  know  there  is  a lack  of  understandii^  of  the 
Woman’s  Clu’istian  Temperance  Union  by  a great  many  people  and 
they  are  so  complimentary  as  to  think  we  can  do  most  anything  we 
want  to  and  so  for  that  reason,  I think  I am  quite  often  the  recipient 
of  letters  of  appeal.  I have  here  one  of  the  most  interesting  I have 
seen  for  some  time.  I will  not  give  you,  if  you  don’t  mind,  the  name 
of  the  gentleman  who  writes  it,  but  he  is  the  head  of  a system  of 
restaurants  out  in  the  Middle  West — no,  a little  west  of  the  Middle 
West,  but  in  a place  that  is  a summer-resort  section  of  that  part  of  the 
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country.  No  doubt  you  have  eaten  in  his  restaurants  when  you 
have  been  out  there  and  I have  a good  many  times. 

This  letter  was  written  April  30  and  it  is  protesting  against  points 
being  given  in  restaurants  or  any  places  of  refreshment  for  drinks  that 
are  made,  even  though  they  may  not  sell  food,  while  he  can  have  only 
one  and  if  they  do  sell  drinks,  they  get  two  sections.  They  get  it  for 
food  and  they  get  it  for  the  drink.  That,  of  course,  you  understand 
has  been  stopped  but  this  is  what  I wanted  to  call  your  attention  to 
because  it  might  be  renewed,  but  it  is  just  indicative  of  those  things 
that  are  being  done.  He  states: 

Although  this  complaint  has  been  made — 

and  he  said  he  had  sent  it  not  only  to  me  but  that  he  had  sent  a copy 
of  it  to  the  Senators  and  Representatives  and  some  250  newspapers 
and  many  other  people;  and  will  you  take  this  as  somebody  else’s 
word  and  not  mine? — 

It  occurred  to  us  that  j^ou  through  your  organization  might  bring  some  pressure 
to  bear  on  Washington  with  the  idea  of  abolishing  such  an  outrage — 

We  are  not  pressure  folks  but  some  people  think  we  are.  We  do  give 
you  the  facts  and  you  do  as  you  please  about  it.  This  was  written 
in  April.  This  question  was  decided  and  no  longer  are  restaurants 
given  points  for  just  drinks  but  I call  your  attention  to  the  fact  that 
this  letter  and  complaint  was  written  in  April  and  that  finding  and 
decision  did  not  come  until  December  and  this  man  lost  his  summer’s 
work,  don’t  you  see?  He  lost  his  summer’s  j)rofits,  all  of  that,  and 
he  does  not  have  anything  to  amount  to  anything  in  the  wintertime, 
so  this  man  might  have  had,  had  there  been  action  in  our  country,  a 
citizen’s  normal  profits  in  the  business  in  which  he  has  invested  his 
money. 

But  this,  I think,  goes  beyond  anything.  You  can  read  that.  It  is 
entitled,  “ ’Tis  Egg  Nog — A new  product  of  outstanding  merit.” 
This  is  the  advertisement  of  the  firm.  That  was  sent  to  me  by  an- 
other man  as  an  advertisement  and  I will  read  from  their  own  paper 
[reading]: 

We  know  you  will  be  interested  in  the  following  information: 

Pan-American  Homix,  Inc.,  the  manufacturers,  advise  us  that  in  the  eastern 
market,  'This  Egg  Nog  is  sold  by  all  leading  department  stores,  grocery,  delicates- 
sen, and  miscellaneous  stores.  Famous  stores,  such  as  Macy's,  Gimbel's,  Marshall 
Field  & Co.,  have  achieved  volume  sales  with  'Tis  Egg  Nog.  In  a few  months 
the  R.  H.  Macy  & Co.  department  store  sold  over  $10,000  worth — 

Macy’s  is  a dry-goods  store.  Of  course,  it  is  a general  store,  that  is 
true,  but  you  go  up  in  Macy’s  in  the  escalator  and  look  down  and  you 
will  not  see  more  than  one  man  where  you  will  see  a thousand  women. 
It  is  a woman’s  store,  and  that  is  where  you  buy  your  dresses  and 
hats  if  you  have  got  enough  money  to  go  to  Macy’s."  That  store  sold 
$10,000  worth  in  1 month  [reading]: 

'Tis  Egg  Nog  is  sold  as  a food  product  and  therefore  cannot  be  handled  by 
liquor  stores.  It  contains  15  percent  alcohol  by  volume. 

And  I repeat  that  $10,000  worth  of  it  was  sold  to  women  in  New 
York  at  Macy’s  store — just  one  more  trap  of  the  “wets”  to  get  women 
to  drinking;  just  one  more. 
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The  manufacturer  wishes  you  to  know  that  they  have  been  informed  by  Wash- 
ington that  the  itom  is  not  subject  to  any  Federal  or  State  liquor  tax. 

With  15  percent  of  alcohol  in  it  to  take  into  your  body,  whether 
you  call  it  food  or  drink.  Eggnog  is  a fluid,  even  though  the 
might  have  some  value  in  them  for  food,  but  nevertheless  women  are 
enticed  to  drink  this  eggnog  which  contains  1 5 percent  of  alcohol  and 
we  talk  about  3.2  beer  and  14  percent  wine  and  whisky  and  things  of 
that  kind;  not  as  much  as  this,  and  yet  the  Government  does  not 
subject  it  to  either  Federal  or  State  liquor  taxes.  There  are  some  of 
those  things  which  I might  bring  to  you,  many  of  them,  if  you  desire. 

The  Chairman.  You  may  introduce  all  of  those  in  the  record  if 
you  want  to  without  reading  all  of  them. 

Mrs.  Smith.  I am  not  going  to  read  all  of  them. 

I took  this  matter  up  with  the  Treasury  Department  at  once  as  it 
was  a tax  question  and  I have  here  the  correspondence  with  the 
Treasury  Department  that  I could  read  you,  if  necessary. 

I would  like  to  call  to  your  attention  House  Resolution  2272  under 
date  of  March  22,  1943,  and  I will  just  sketch  through  it  [reading]: 

The  Secretary  of  the  Treasury  is  authorized  and  directed  to  pay,  out  of  any 
money  in  the  Treasury  not  otherwise  appropriated,  to  the  Tivoli  Brewing  Com- 
pany of  Detroit,  Michigan,  the  sum  of  $12,646.45,  in  full  satisfaction  of  its  claim 
against  the  United  States  for  a refund  of  tax  paid  by  such  company  on  ^venty- 
nine  thousand  and  forty  cases  of  fermented  malt  liquor  sold  to  the  War  Depart- 
ment, during  the  month  of  January  1942 — 


in  1 month — 

for  consumption  by  members  of  the  armed  forces  of  the  United  States  serving 
outside  the  jurisdiction  of  the  internal  revenue  laws  of  the  United  States. 

That  means  that  they  not  only  want  to  get  our  young  men  to  drink 
but  that  means  also  the  young  women,  which  affects  the  winning  of 
the  war,  for  it  interferes  with  their  efficiency.  They  not  only  do 
that,  but  they  do  not  even  want  to  pay  the  taxes  on  it. 

(The  matter  referred  to  above  is  as  follows:) 


They  boast  of  partnership  with  Government.  tr  tt 

In  American  Wine  & Liquor  Journal,  New  York,  for  July  I^^L  R*  G.  Hailam, 
Washington  corre.spondent,  writes  of  the  latest  sensation  in  W ashington  liquor 
circles,  as  follows,  under  the  heading,  “Brewers'  Partnership'  : 

“There  has  been  considerable  criticism  among  these  trade  representat^es  of  a 
statement  in  a recent  letter  from  R.  J.  Schaefer,  president,  United  States  Brewere 
Association,  to  members  of  the  brewing  industry  referring  to  recognition  by  the 
\Yays  and  Means  of  the  partnership  that  exists  between  the  brewing  industry 
and  the  Government  and  the  economic  necessity  of  maintaining  this  partnership 

on  a sound  business  basis.”  _ , m 

It  is  no  secret  that  Ways  and  Means  Committee  members,  Treasury  Depart- 
ment officials,  as  well  as  representatives  of  other  branches  of  the  liquor  industry 
that  the  brewers  resent  any  suggestion  of  a partnership  between  Government 
and  brewers. 

Incidentally,  trade  representatives  believe  that  such  statements  as  those  of 
Mr.  Schaefer  will  be  seized  upon  by  representatives  of  the  dry  interests  and  used 
in  their  propaganda  for  the  return  of  prohibition.  One  of  the  talking  points  of 
the  drys  has  been  that  licensing  of  the  liquor  trade  put  it  in  the  ^sition  of  receiv- 
ing Government  approval,  and  certainly  such  approval  is  implied  in  any  rwerence 
to  “partnership.”  Dry  propaganda  based  on  the  Schaefer  letter  might  be  used 
against  wine  and  liquor  interests  as  well  as  against  the  brewery. 

The  opinion  generally  expressed  in  Washington  is  that  the  Schaefer  letter  w^ 
verv  unwise,  to  sav  the  least.  Trade  representatives  believe  that  they  vjll  be 
lucky  if  they  do  not  have  to  meet  issues  raised  by  this  letter  over  a long  period 

in  the  future. 
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[From  Tap  & Tavern,  March  9, 19421 
Back  of  the  Washington  News 
(By  Lynne  M.  Lamm) 

* * * * if  * t 


War  Production  Board-Bound? 

Appointment  of  M.  J.  McNamara,  vice  president  of  the  Distilled  Spirits  Insti- 
tute and  vice  president  of  National  Distillers  Products  C'orporation,  to  an  advisory 
post  in  the  War  Production  Board  on  problems  arising  from  conversion  of  the 
beverage  distilled  spirits  industry  to  munitions  alcohol  production,  and  other 
emergency  problems  of  the  industry,  has  not  been  formally  announced,  but  he  is 
in  Washington  and  busy. 


I 


[From  Tap  & Tavern,  May  17,  1943] 

Trade  Counsel  Named  Office  of  Price  Administration  Price  Attorney 

Chicago,  III. — Louis  E.  Kanne,  who  has  been  identified  with  the  alcoholic 
beverage  industry  in  the  Middle  West  since  repeal,  has  accepted  an  appointment  as 
price  attorney  in  the  Oflfice  of  Administration,  Chicago  metropolitan  district. 

During  the  early  days  of  repeal,  Mr.  Kanne  was  attorney  and  supervisor  of  the 
Wholesale  Code  Authority  under  the  National  Recovery  Administration  and  later 
became  executive  director  and  general  counsel  of  the  Illinois  Wine  and  Spirits 
Institute.  He  has  also  held  the  position  of  Secretary  of  the  Illinois  Wholesale 
Liquor  Dealers  Association  and  vice  president  of  the  Amalgamated  Beverage 
Congress  of  Illinois  and  legal  adviser  to  the  Spirits  Club  of  Chicago. 


[From  Tap  & Tavern,  May  31, 1943] 

Guiney  Named  Office  of  Price  Administration  Adviser — Will  Cooperate 
ON  Prices,  Black  Markets,  and  Bootlegging 

Washington,  D.  C. — Appointment  of  Timothy  P.  Guiney,  president  of  the 
National  Tavern  Association,  to  an  advisory  position  in  the  Office  of  Price  Ad- 
ministration was  announced  last  week  by  Prentiss  M.  Brown,  Price  Administrator, 

Mr.  Guiney,  who  was  active  on  behalf  of  the  retailers  in  obtaining  more  equit- 
able price  regulations,  has  long  been  considered  one  of  the  best  informed  men  in 
the  trade  in  the  matter  of  prices,  it  was  pointed  out. 

Mr.  Guiney  stated  that  he  expects  to  cooperate  with  Office  of  Price  Ad- 
ministration officials  on  all  matters  concerning  prices,  black  market,  bootlegging, 
and  other  activities  affecting  the  welfare  of  his  membership.  He  expressed  his 
gratification  with  the  appointment  and  stated  that  he  had  set  an  early  date  for 
conferring  with  Mr.  Brown  ana  other  Office  of  Price  Administration  officials 
concerning  the  exact  nature  of  his  duties  in  Washington. 

His  appointment  is  strictly  in  the  nature  of  advisory  capacity  and  he  will  con- 
tinue as  president  of  the  National  Tavern  Association,  he  said. 


[From  Tap  & Tavern,  August  9,  1943] 

Headed  for  Sicily — Prof,  Wesley  A.  Sturges 

Former  director  of  the  Distilled  Spirits  Institute  and  professor  of  law  at  Yale 
University,  who  is  now  in  north  Africa  as  the  chief  representaLve  there  of  the 
Office  of  Economic  Warfare,  has  been  selected  by  the  State  Department  to  have 
over-all  charge  of  American  economic  agencies  in  Sicily  when  that  island  has 
been  conquered.  Mr.  Sturges  is  expected  to  go  to  Sicily  when  the  economic 
program  is  placed  in  effect  there  and  coordinate  the  activities  of  the  Office  of 
Foreign  Relief  and  Rehabilitation  Operations,  lend-lease  operations,  the  activities 
of  the  Office  of  Economic  Warfare  in  the  procurement  of  strategic  supplies  and 
economic  intelligence  and  the  work  of  other  American  agencies. 
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[From  Tap  and  Tavern,  August  23,  1943] 
Serves  in  New  Post — James  F.  Brownlee 


President  of  Frankfort  Distillers,  who  has  been  named  Office  of  Price  Adminis- 
tration Deputy  Administrator  in  charge  of  prices.  On  leave  from  Frankfort, 
Mr,  Brownlee  was  formerly  head  of  the  sales  planning  division  of  General  Foods 
Corporation.  He  succeeds  Donald  H.  Wallace,  w'ho  has  been  Acting  Deputy 
since  the  resignation  of  J.  Kenneth  Galbraith  in  June. 


[From  Tap  and  Tavern,  September  20,  1943] 
Liquor  Man  Inspects  Army  Training  Planes 


New  York,  N.  Y. — Philip  J.  Kelly,  Carstairs  general  sales  manager,  has 
returned  from  a 15-day,  3,000-mile  inspection  trip  for  the  W^ar  Training  Service 
of  the  Civil  Aeronautics  Administration.  Mr.  Kelly  w'as  checking  on  the  physical 
condition  of  training  planes  and  on  the  sumly  of  replacement  parts  in  more  than 
25  training  centers  that  are  part  of  the  Civil  Aeronautics  Administration  W'ar 
Training  Service  program  to  give  indoctrination  and  flight  courses  this  year  for 
men  in  the  Army  and  the  Navy  air  forces. 

“As  a pilot  in  World  War  I and  as  a man  with  a background  in  the  automotive 
business,”  Mr.  Kelly  said,  “I  was  greatly  impressed  by  the  efficiency  of  the 
present  training  operation.  A good  job  is  being  done  in  keeping  the  training  planes 
in  serviceable  condition.  Ground  school  and  flight  instruction  are  getting  excel- 
lent results.  The  Army  and  the  Navy  are  to  be  commended  for  making  such  good 
use  of  existing  civilian  facilities  for  training  aviation  personnel,” 

Mrs.  Smith,  I am  about  to  present  is  at  your  command  right 

here  and  no  doubt  in  your  own  library.  I am  reading  from  the 
Brewing  and  Liquor  Intei-ests  and  German  Propaganda  report  on 
hearings  before  a subcommittee  of  the  Committee  on  the  Judiciary, 
United  States  Senate  of  the  Sixty-fifth  Congress,  second  and  third 
sessions,  pursuant  to  Senate  Resolution  307: 

A resolution  authorizing  and  directing  the  Committee  on  the  Judiciary  to  call 
for  certain  evidence  and  documents  relating  to  charges  made  against  the  United 
States  Brewers’  Association  and  Allied  Interests  and  to  submit  a report  of  their 
investigation  to  the  Senate. 

I think  this  would  be  most  remarkably  interesting — ^it  was  to  me, 
anyhow — when  you  do  not  have  anything  to  do  and  cannot  sleep, 
to  read  it. 

The  Ch.\irman.  We  have  that. 

Mrs.  Smith.  I do  not  have  any  doubt  of  it. 

The  Chairm.\n.  The  main  thing  we  desire,  Mrs.  Smith,  are  your 
suggestions.  We  have  all  of  these  exhibits. 

Mrs.  Smith.  I would  suggest,  Mr.  Chairman,  what  w^e  did  then. 
You  remember  they  investigated  the  German-American  Alliance  and 
they  found  evidence  on  the  Brewers’  Association.  They  investigated 
the  Brewers’  Association  and  they  found  this  and  you  will  find  just 
exactly  the  same  today,  if  you  investigate  it. 

Let  me  read  the  last  paragraph  here: 

That  for  many  years  a w'orking  agreement  existed  between  the  brewing  and 
distilling  interests  of  the  country  by  the  terms  of  which  the  brewing  interests  con- 
tributed two-thirds  and  the  distilling  interests  one-third  of  the  political  expendi- 
tures made  by  the  joint  interests. 

You  see,  the  investigation  of  the  German-American  Alliance  found 
out  the  Association  of  Brewers.  The  investigation  of  the  browsers 
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found  out  the  tie-up  with  political  parties  and  that  is  exactly  the  same 
situation  today,  so  I coimnend  that  to  you. 

This  is  the  1919  hearing  and  deals  with  both  the  brewing  and  the 
distilling  interests. 

Now,  may  I call  your  attention  to  this  sort  of  thing  that  is  going  on? 

This  was  sent  me  by  a woman  who  was  a waitress  and  she  was  asked 
to  sign  this  pledge  in  order  to  keep  her  job  [reading]; 

Application  for  Membership  in  the  Hotel  and  Restaurant  Employees’  Inter- 
national Allis  nee  and  Bartenders’  International  League  of  America — 

you  see,  the  tie-up  there,  the  hotel  and  restaurant  employees  brought  t 

in  with  the  bartenders,  which  would  not  mean  all  of  them,  of  course — ■ 

affiliated  with  the  American  Federation  of  Labor  and  Canadian  Trades  and 
Labor  Congress. 

This  woman  wanted  a position  as  a waitress  and  was  asked  to  sub- 
scribe to  this.  She  would  have  to  join  the  union  but  it  also  included 
the  Bartenders’  Association. 

Mr.  Chainnan,  I have  given  t^ou  this  statement  and  this  material 
from  the  standpoint  that  the  bill  requires  you  to  investigate  some  of 
the  material  that  has  certainly  a backing,  not  of  prohibition  fanatics 
or  anything  of  that  kind,  but  the  Woman’s  Christian  Temperance 
Union  represents  the  mothers  interested  as  citizens,  and  70  years  of 
active  service  for  the  protection  of  the  home  from  the  interests  that  will 
destroy  it,  and  which  today  is  trjdng  to  bring  to  the  attention  of  the 
people  the  great  problem  of  juvenile  delinquency  to  tvhich  there  is  so 
little,  if  any,  reference  to  the  relation  of  liquor  to  it.  We  beg  of  you 
that,  as  citizens  of  the  United  States,  you  will  give  your  most  careful, 
and  we  are  quite  sure  it  will  be  your  honest  endeavors  in  this  matter, 
and  that  you  will  investigate  this  traffic,  this  business,  which  affects 
every  citizen,  affects  us  in  every  line  of  our  social,  our  home,  and  our 
personal  lives. 

Thank  jmu  very  much  for  the  time  that  you  have  given  me. 

The  Ch.\irm.\n.  Thank  you,  Mrs.  Smith.  We  are  glad  to  have  you 
with  us  this  morning. 

The  Ch.\irman.  All  right,  Mr.  Mattice,  you  may  proceed. 

TESTIMONY  OF  WILSON  D.  SANDERSON,  HEAD  OF  THE  BEVERAGE 

SECTION  OF  THE  FOOD  PRICE  DIVISION,  OFFICE  OF  PRICE 

ADMINISTRATION— Resumed 

Mr.  M.vttice.  Mr.  Sanderson,  head  of  the  Beverage  Section  of  the 
Food  Price  Division,  Office  of  Price  Administration,  was  our  witness 
all  day  on  yesterday  and  had  not  finished  at  the  time  of  adjournment. 

Before  proceeding,  I understand  from  him  that  he  had  some  matter  as 
to  which  he  desires  to  make  a correction  or  change  and  that  is  in 
respect  to  the  question  asked  of  you,  Mr.  Sanderson,  about  how  many 
persons  were  on  your  staff. 

Mr.  S.ANDERsoN.  Ill  answering  the  question  about  the  staff  of  the 
Beverage  Section,  I stated  there  were  nine  people.  I expected  to 
elaborate  on  that,  but  as  there  was  no  opportunity  to  do  so,  I thought 
it  well  for  the  committee  to  know  that  what  might  appear  to  be  an 
adequate  staff,  merely  by  number,  shoiUd  be  qualified  to  this  extent: 

That,  in  experience,  the  head  of  the  Section  has  been  associated  with 
the  work  for  20  months  and  one  business  specialist  for  18  months. 
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In  addition  to  that,  we  have  two  business  specialists,  one  who 
started  with  us  on  the  15th  of  December  1943  and  one  who  started 
on  January  17,  1944,  and  two  vacancies. 

We  have  one  economist  who  has  been  with  us  since  the  1st  of  July, 
1943;  two  price  analysts  who  have  been  3 months  in  this  Section; 
two  stenographers  who  have  been  there  less  than  2 months,  and  one 

These  facts  will  perhaps  indicate  that  the  staff  is  not  a large  and 
experienced  personnel  and  I might  call  attention  to  the  heaxiline  in 
the  Wasliington  Daily  News  of  Thursday,  October  14,  which  stated: 
“Inadequate  staff  hampers  O.  P.  A.  liquor  price  control”  merely  as 
indicating  that  it  is  reasonably  well  knovm  that  we  are  endeavoring 
to  do  a rather  complicated  job  under  difficult  conditions  as  to  per- 

Mr.  Mattice.  Also,  Mr.  Sanderson,  when  you  were  ^ked  yesterday 
as  to  who  were  present  at  the  meeting  at  which  the  discussion  of  the 
price  structure  was  under  way,  you  made  answer  as  best  you  could. 
You  later  handed  me  some  lists  which  you  have  in  your  hand  now. 

I want  to  inquire  whether  those  should  be  included  in  the  record. 
The  lists  which  the  witness  has  do  not  purport  to  be  lists  of  those  who 
were  present  but  it  is  a list  of  those  in  the  industry  who  might  ha\e 
been  invited  to  be  present  and  some  of  whom  were  present,  is  that 
right? 

Mr.  Sanderson.  No.  This  is  a list  of  those  who  were  actually 
present.  The  question  ■was  raised  in  regard  to  the  conferences  of 
wholesalers  and  retailers  before  the  inauguration  of  the  mark-up 
regulation.  These  meetings  were  held  in  Washington  May  7 and  8, 

1943.  . , 1 . 

One  of  the  members  of  the  committee  asked  me  to  name  some 

people  who  were  present  and  from  memory  I cited  tliree  oi  four 

names.  Then  I returned  to  the  office  and  secured  the  complete  li^ 

of  both  the  wholesalers  and  retailers  which  I will  be  glad  to  leave  with 

the  committee  if  it  desires.  , i i i o 

The  Chairman.  What  is  the  significance  of  the  check  marks 
Mr  Sanderson.  There  is  no  significance.  They  have  no  relation 
to  the  list.  The  list  is  used  for  getting  addresses  for  other  purposes. 
The  Chairman.  There  is  no  objection  and  they  will  be  entered  in 

the  record. 

(List  to  be  inserted  in  record.) 

Office  of  Price  Administration  Conference  With  Wholesalers  of  Dis- 
tilled Spirits  and  Wines,  Friday,  May  7,  1943,  E.  G.  Even,  Chairman 


Government  representatives:  . 

Harrv  G.  Banzhoff,  industry  consultant.  Office  of  Price  Administration. 

F.  R."  Bauer,  Jr.,  business  specialist,  Office  of  Price  Administration. 

G L Brinkmann,  Beverage  Section,  Office  of  Price  Administration. 

Martin  W.  Bell,  senior  attorney,  Office  of  Price  Administrapon. 

E.  G.  Even,  head,  Beverage  Section,  Office  of  Price  Adininistration. 

J.  A.  Fath,  Industry  Council,  Office  of  Price  Adniinistration. 

R.  S.  Garson,  senior  attorney,  Office  of  Price  Administration. 

Owen  James,  chief  counsel,  Office  of  Price  Administration.  . . . 

Maurice  H.  Matzkin,  Legal  Enforcement,  Office  of  Price  Administration. 
Aubrey  C.  Robinson,  investigator,  Office  of  Price  Administration. 

W.  D.  Sanderson,  Beverage  Section,  Office  of  Price  Administration. 

E.  P.  Wells,  Chicago  Chief  of  Trade  Relations,  Office  of  Price  Administration. 
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Industry  representatives: 

Morris  O.  Alprin,  counsel,  Greater  New  York  Wholesale  Liquor  Dealers 
Association,  420  Lexington  Avenue,  New  York  City. 

Vincent  J.  Andretta,  New  York  State  Wholesale  Lic^uor  Association,  president, 
Coconiac  Liquor  Distributor,  Inc.,  Kingston  ai»d  Albanyj  N.  Y. 

Hal  J.  Aronson,  partner,  Aronson-Dodd  Co.,  Atlanta,  Ga. 

Samuel  E.  Aronowitz,  general  counsel,  Hudson  Valley  Distributors,  New 
York  State  W’holesale  Liquor  Association,  Albany,  N.  Y. 

J.  B.  Bell,  general  manager,  Charles  Ilfeld  Co.,  Albuquerque,  N.  Mex. 

Jacob  Berkelhammer,  treasurer,  General  Wine  Co.,  Pawtucket,  R.  I. 

Joseph  Billik,  Popper  Morson  Co.,  630  Fifth  Avenue,  New  York  City. 

Joseph  Billups,  general  manager,  LeSage  Co.,  2115  Griffin  Street,  Dallas,  Tex. 

Clark  W.  Bishop,  secretary-tieasurer,  Beverage  Distribution  Co.,  2920  Van 
Alstyne  Boulevard,  W'yandotte,  Mich. 

J.  J.  Blumberg,  partner,  J.  & J.  Distributing  Co.,  Newark,  N.  J, 

E.  Gaynoi  Brennan,  legal  executive,  Connecticut  Wholesale  Liquor  Dealers 
Association,  105  Bedford  Street,  Stanford,  Conn. 

F.  J.  Brichacek,  president,  Universal  Wine  Liquor  Co.,  Chicago,  111. 

C.  V.  Brust,  president,  Judge  & Dolph,  Ltd.,  700  West  Dermak,  Chicago. 

L.  J.  Buckley,  sales  manager,  J.  V.  Tigani,  Inc.,  Wilmington,  Del. 

B.  P.  Calhoun,  general  counsel,  Southern  California  Spirits  Foundation, 
620  Subway  Terminal  Building,  Los  Angeles,  Calif. 

Van  R.  Coats,  president,  Delaware  Importers,  Inn.,  Wilmington,  Del. 

Ray  DeBowes,  vice  president,  Austin  Nichols  & Co.,  Inc.,  Miami,  Fla. 

Fred  A.  Caskey,  general  counsel,  League  of  Distilled  Spirits  Rectifiers,  Inc., 
1140  Woodward  Building,  Washington,  D.  C. 

Patrick  J.  Curran,  Liberty  Liquor  Inc.,  Massachusetts  Association  of -Alco- 
holic Beverage,  183  Liberty  Street,  Springfield,  Mass. 

M.  V.  Chism,  president,  Audubon  Distributing  Co.,  817  W^est  Market  Street, 
Louisville,  Ky. 

Samuel  Colodny,  sales  manager,  Globe  Distribution  Co.,  W^ashington,  D.  C. 

J.  W.  Connelly,  Director  of  Connecticut  Association,  Connecticut  W^ holesale 
Liquor,  148  Allyn  Street,  Hartford,  Conn. 

Louis  M.  Deitch,  president,  Murvin  & Snead  Sale  Corporation,  W^ashington, 

D.  C. 

R.  B.  Denland,  general  manager,  South  Western  Drug,  Dallas,  Tex. 

Carl  E.  Dietze,  vice  president,  Wisconsin  Liquor  Co.,  Milwaukee,  Wis. 

P.  W.  Faulk,  owner,  King  Distilling  Co.,  Jacksonville,  Fla. 

Alexander  Forman,  president,  Forman,  Inc.,  Washington,  D.  C. 

Milton  M.  Friedman,  president  Gold  Seal  Liquors,  Inc.,  Chicago,  111. 

Philip  Glanzman,  Philip  Glanzman  & Co.,  president  and  treasurer.  Provi- 
dence, R.  I. 

Felix  V.  Goldsborough,  Maryland  Institute,  Baltimore,  Md. 

Edwin  Grabenheimer,  New  Orleans  Wholesale  Liquor  Dealers  Association, 
New  Orleans,  La. 

James  E.  Grant,  general  manager,  Cobb’s  Liquor  Stores,  Houston,  Tex. 

A.  J.  Hammer,  president,  the  Hammer  Co.,  Cleveland,  Ohio. 

Herman  G.  Handmaker,  counsel,  National  Liquor  Products  Co.,  Louisville, 
Ky. 

Dolph  Harteveld,  Silbernagel  & Co.,  Little  Rock,  Ark. 

Emmill  Haseus,  Peter  Hauptman  Co.  (vice  president),  St.  Louis,  Mo. 

Joseph  J.  Heaphy,  president,  Connecticut  Wholesale  Liquor  Dealers  Associa- 
tion, New  Haven,  Conn. 

R.  H.  Hogg,  Jr.,  president,  R.  H.  Hogg  & Co.,  Atlanta,  Ga. 

J.  W.  Jackson,  vice  president  and  general  manager,  W^estern  W^ine  & Liquor 
Co.,  Ninth  and  Jones  Streets,  Omaha,  Nebr. 

Harry  Jacobs,  general  sales  manager,  Delaware  Beverage.  W^ilmington,  Del. 

Howard  T.  Jones,  general  counsel,  Distilled  Spirits  Institute,  W'ashington, 
D.  C. 

Edgar  E.  Joseph,  secretary  and  treasurer,  Conard  Co.,  Inc.,  Evansville,  Ind. 

Edward  Kahn,  Maryland  Institute  W’^ine  and  Spirits  Distillers,  Baltimore, 
Md. 

A.  G,  Kellner,  vice  president,  McKesson  & Robbins,  Inc.,  New  York  City. 

Frank  Koshe,  president,  Milwaukee  Wholesaler  Liquor  Dealers  Association, 
Milwaukee,  Wis. 

Milton  S.  Kronheim,  president,  Milton  S.  Kronheim  & Son,  W^ashington, 

D.  C. 
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Max  Kufferman,  Galesworthy  Co.,  Newark,  N.  J. 

Fred  S.  Kumz,  president,  Kentucky  W^holesale  Liquor  Dealers  Association, 

Louisville,  Ky.  ^ ^ * 

John  H.  Law,  general  counsel,  National  Alcoholic  Beverage  Control  Associa- 
tion, 221  North  LaSalle  Street,  Chicago,  111.  * u .. 

Lester  H.  Schreiber,  executive  secretary,  New  York  State  Liquor  Authority, 

New  York  City.  ^ ^ ^ 

S.  Loewenthal,  manager-partner,  Sie^ried  Loewenthal  Co.,  Cleveland,  ^hio. 
Harry  L.  Lourie,  executive  vice  president,  National  Association  of  Alc<mohc 
Beverage  Importers,  Inc.,  700  National  Press  Building,  W^ashington,  D.  (p, 
R.  McC.  Bullington,  chairman  executive  committee.  National  Alcoholic 
Beverage  Control  Association,  Richmond,  Va. 

Dennis  L.  Meehan,  president,  M.  Carney  Co.,  Massachusetts  Association  of 
Wholesalers  and  Importers,  49-61  Hampshire  Street,  Lawrence,  M^. 
Louis  Milan,  executive  vice  president,  Wisconsin  Wine  and  Spirit  Institute, 

119  Monona  Avenue.  ^ ,Tri.  i i ^ 

Emil  Nathan,  Jr.,  executive  director,  Wine  and  Spirits  W^holesalers  of 

America,  Security  Building,  St.  Louis,  Mo. 

Emil  Nathan,  executive  secretary,  Wholesale  Liquor  Dealers  Association, 

St.  Louis. 

R.  Oeirv,  president,  Gulftex  Drug  Co.,  Inc.,  Houston,  Tex. 

Curtis  H.  Palmer,  attorney,  the  Alfred  Hart  Distilleries,  Inc.,  1650  hast 
Nadeau,  Los  Angeles,  Calif. 

John  C.  Pappas,  director,  C.  Pappas  Co.,  Inc.,  Massachusetts  Association 
Alcoholic  Wholesalers  & Importers,  Boston,  Mass. 

Hyman  Peckarsky,  secretary-treasurer,  Wisconsin  Liquor  Co.,  Milwaukee,* 

Wis. 

Jay  Phillips,  president,  Ed  Phillips  & Sons,  Minneapolis,  Minn. 

Harold  D.  Picker,  vice  president,  Picker-Linz  Importers,  Inc.,  New  York 

Roger  Preston,  vice  president,  Massachusetts  Association  of  AlccAolic  Bever- 
age Wholesalers  and  Importers,  and  treasurer,  S.  S.  Pierce  Co.,  Boston, 
Iviass 

Sante  Quattrin,  executive  secretary,  W’^holesale  Liquor  Distributor  Associa- 
tion of  Northern  California,  55  New  Montgomery  Street,  San  Francisco, 

Calif.  « T • \r 

M.  Gilly  Reifer,  president,  Stickney-Hoedscher  Co.,  St.  L^is,  Mo. 

George  C.  Reuler,  president,  Reuler  Lewin,  Inc.,  Denver,  C^o. 

M.  H.  Rieger,  president,  Philip  Blum  & Co.,  Inc.,  501  W’^est  Chicago  Avenue, 

Chicago.  ^ o T»  J T 

John  J.  Rodgers.  Upstate  New  York  Wholesalers,  Graves  & Rodgers,  Inc., 

and  Rodgers  Liquor  Co.  . i,* 

E.  Rosenberg,  division  manager,  United  Distillers  of  America,  Ltd.,  Washing- 
ton, D.  C.  . 

Samuel  Rost,  owner,  Crown  Distributors,  Miami,  Fla.  ^ 

A.  J.  Say,  Distilled  Spirits  Institute,  1137  National  Press  Building,  W ashing- 
ton, D.  C.  T • J T>  T 

John  Scheminger,  Jr.,  president,  Eddy  Fisher,  Inc.,  Pi^vidence,  K.  1. 

Julius  Schepps,  president,  Texas  W holesalers,  Dallas,  Tex. 

I.  Walliam  Schimure,  Maryland  Institute,  executive  secretary,  600  lower 
Building,  Baltimore,  Md. 

T.  H.  Schneidau,  president,  Louisiana  W'holesale  Liquor  Dealers,  800  lahou- 

fritaulas  Street,  New  Orleans,  La.  , r,  . . t ■ i a 

Emanuel  Sgutt,  attornev,  North  Dakota  WTiolesale  Liquor  Dealers  Associa- 
tion, First  National  Bank  Building,  Fargo,  N.  Dak. 

Simon  Shlenker,  Jr.,  president,  local  organization,  New  Orleans  Wholesale 
Liquor  Dealers,  and  F.  Strauss  & Son,  New  Orleans,  La. 

B.  (^.  Simpich,  League  of  Distilled  Spirits,  1140  Woodward  Building,  Wash- 
ington, D.  C. 

Slocum,  New  York.  ^ .r-..  t t i -n  t?i« 

Ira  Stein,  vice  president.  Southern  Liquor  Distillers,  Inc.,  ^ck^^ille,  ^1^* 

H.  R.  Stout,  secretary  and  treasurer,  General  Liquors,  Inc.,  South  I^nd,  ind. 
Joseph  A.  Tapee,  vice  president,  Greater  New  York  Wholesalers,  Brooklyn, 

N.  Y. 

Harry  G.  Taylor,  vice  president,  and  treasurer,  International  Distillers  Cor- 
poration, 1119  Fourteenth  Street  NW.,  W^ashington,  IX  C. 

F.  G.  Tigani,  secretary,  J.  V.  Tigani,  Inc.,  Wilmington,  Del. 


540 


LIQUOR  INDUSTRY 


Joseph  M.  Tonkin,  president,  Wholesale  Liquor  Distillers  Association  of 
Northern  California,  440  Ninth  Street,  San  Francisco,  Calif. 

Harry  P.  "Woodward,  president,  Consolidated  Distillers,  Inc.,  Atlanta,  Ga. 
Edward  Wootton,  manager,  Washington  office,  Wine  Institute,  National 
Press  Building,  Washington,  D.  C. 


Office  of  Price  Administration  Conference  With  the  Retail  Liquor 
Industry,  Saturday,  May  8,  1943,  E.  G.  Even,  Chairman 

Government  representatives: 

Martin  W.  Bell,  Office  of  Price  Administration. 

E.  G.  Even,  chairman,  Office  of  Price  Administration. 

Harry  G.  Banzhoff,  Office  of  Price  Administration. 

G.  L.  Brinkman,  Office  of  Price  Administration, 

R.  S.  Garson,  Office  of  Price  Administration. 

Irving  A.  Koerner,  Office  of  Price  Administration. 

Harold  Luce,  Office  of  Price  Administration. 

Maurice  H.  Matzkin,  Office  of  Price  Administration. 

A.  C.  Robinson,  Office  of  Price  Administration. 

W,  D.  Sanderson,  Office  of  Price  Administration. 

E.  P.  W^ells,  Office  of  Price  Administration. 

Industry  representatives: 

N.  Adelson,  coowner,  Adelson  Bros.,  9815  Wilshire  Boulevard,  Beverly 
Hills,  Calif. 

Harry  Bloom,  manager.  Lake  Street  Liquor  Store,  9 East  Lake  Street,  Minne- 
apolis, Minn. 

Aaron  A.  Bilgor,  executive  secretary,  Rhode  Island  Retail  Liquor  Package 
Stores  Association,  362  Cranston  Street,  Providence,  R.  I. 

J.  J.  Bradley,  executive  secretary,  Atlanta  Retail  Liquor  Dealers  Association, 
777  Ponce  de  Leon  Avenue,  Atlanta,  Ga. 

Benjamin  Botwinick,  chairman  of  board,  Metropolitan  Package  Store, 
Association,  Inc.,  Park  Central  Hotel,  New  York,  N.  Y, 

W^'alter  Brandies,  president,  Metropolitan  Liquors,  Inc.,  Sixteenth  and 
Douglas,  Omaha,  Nebr. 

Samuel  H.  Caplan,  director,  Greater  Hartford  Package  Store  Association, 
350  Asylum  Street,  Hartford,  Conn. 

J.  M.  Cole,  manager,  Magruder,  Inc.,  1138  Connecticut  Avenue,  Washington, 
D,  C. 

Ross  Collins  (retailer)  packages  store  on  lower  Delaware,  Seaford,  Del. 

M.  J.  Daniels,  executive  committee,  Atlanta  Retail  Association,  10  Ellis  Street, 

Manuel  J.  Davis,  counsel,  N.  R.  L.  P,  S,  A.,  729  Fifteenth  Street,  N.  W. 
Washington,  D.C  . 

A.  J.  Day,  District  Spirits  Institute,  National  Press  Building,  Washington, 
D.  C. 

Gerald  F.  Dunne,  executive  director,  Metropolitan  Liquor  Store  Association, 
Park  Central  Hotel,  New  York  City. 

Thos.  T.  Engel,  president,  Illinois  Retail  Liquor  Stores  Association,  5961 
Madison  Street,  Chicago,  111. 

Henry  S.  Epstein,  president.  North  California  Retail  Liquor  Dealers  Associ- 
ation, 3416  East  Fourteenth  Street,  Oakland,  Calif. 

Nathaniel  A.  Fellman,  chairman  board  of  directors,  Road  Island  Retail 
Liquor  Package  Store  Association,  274  South  Main  Street,  Woonsocket, 
K.  1. 

M.  Fielding,  director,  Chattanaooga  Retail  Liquor  Dealers  Association,  Main 
and  Central,  Chattanooga,  Tenn. 

Adolph  Geismar,  president,  Chattanooga  Retail  Liquor  Dealers  Association, 
3305  Broad  Street,  Chattanooga,  Tenn. 

C.  D.  Goldberg,  executive  director  District  Retail  Liquor  Dealers'  Association. 

J.  Howard  Gordon,  executive  secretary  and  business  manager,  Delaware 
Retail  Liquor  Association,  Inc.,  Inc., 2806  Market  Street,  Wilmington,  Del. 

Joseph  S.  Gordon,  treasurer,  Minnesota  Retail  Wine  and  Liquor  Merchants, 
2630  East  Lake  Street,  Minneapolis,  Minn. 

Joseph  Grannas,  president,  Retail  Liquor  Stores  Association  of  California, 
756  Chapman  Building,  Loss  Angeles,  Calif. 

F.  J.  Griffith,  executive  secretary,  National  Association  Chain  Drug  Stores, 
Vanderbilt  Hotel,  New  York  City. 
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Benny  W.  HMlell,  manager,  Haskells  Liquor  Store,  39  South  Seventh  Street, 
GeoiTrM'°Ssir«t.r.v,  Mass.ehu«,tts  Bmikage  Stom.  Assoeiation, 
DomTl?.rir~«»“rin“S  Retail  Aleoholie  Bever«;e  Association, 

P^Sent,  R.  H.  Many  A Co.,  Herald 

J Retail  Awetowie  Beverage  Association,  Ine„ 

HUlman’s  Ine.,  28  West  Washington 

Street,  Chicago,  111.  National  Association  af  Alcoholic 

Harry  L.  Lourie,  executive  vice  pres  dent,  Na«  Washington,  D.  C. 

Beverage  Importere- V5'?taler  r^v  lst  Walnut. 

Abe  Lyons,  president,  ^ow  Package  Deale  A^  Liquor  Package  Stores 

‘•S'?  o'„iiMt« 

JoS'c,  Monaghan,  president,  Monaghan-Randels.  Inc.,  1708  Eye  Street 
NW.,  Washington,  D.  C. 

Ses‘‘o“KirSeSSi;^^^^^  Ballimom  Retail  Package  .As»niialion, 
Inc  106  East  Baltimore  StTOt,  Dallas,  Tcs. 

John  is’elms,  A & A a+ores  inc  214  North  Seventh  Street, 

H A Neull,  president,  Wohl  Liquor  btores,  me., 

president,  Nnssbaum  Liquor  S«re,  61  Cortlandt  Stmet, 

A 'iromre^&etor,  Illinois  Liquor  Stores  Association,  311  East  Fifty- 
Zac' L®‘0?^n“Sr°,'  vice  president,.  Imuisville  Retail  Pmikage  Dealers 
H«™;fSnI'viee"Sl"dX^^^  and  R«iu«r  Guild,  Lincoln 

Fre';'"pf  Ra’pT  ^iSin^F  VandevenWr. 

ai"ge  ^rKI  — « M— ^ Patka*.  stores  Assoeia- 

8 ‘r'RL?Td"S;  Liquor  Dealers’  Aarociatiou, 

■ 406  Market  Street,  Chattanooga,  Tenm  Madison,  Chicago,  111. 

Continentai  Wlnc-Llquor  Co.,  1215  South 

L York  State  Liquor  Authority, 

E±u';rrgSr.''tSry,»‘‘-&^^  ''atloual  Bank  Building, 

LeWh'm^om  Lmtary,  Louisville  Retail  Package  Dealers  Associalioa,  708 

He'^rSi^C®  S&m.To»nSl,  f ’T.  Retail  Liquor  Stems  Association,  591 

WnSr^TiSfc^TJafS,  South  East  Liquor  Association,  200 
Flagler  Street,  Miami,  Fla. 
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Edward  L.  Sliney,  president,  Metropolitan  Boston  Retail  Package  Store 
Association,  18  Tremont  Street,  Boston,  Mass. 

Albert  Susman,  owner,  Centennial  Liquor  Stores,  4228  Live  Oak  Street, 

Dallas,  Tex. 

Tom  Taylor,  chairman,  board  of  directors,  Upstate  New  York  Liquor 
Package  Store  Association,  193  Lyelland,  Rochester,  N.  Y. 

Romeal  Theriot,  owner,  R.  Theriot  Liquor  Stores,  537  South  Peters  Street, 

New  Orleans,  La. 

Carl  E.  Walker,  owner,  200  East  Eighth  Street,  Jacksonville,  Fla. 

Harry  C.  Wechsler,  president,  District  of  Columbia  Retail  Liquor  Dealers 
Association,  3657  Georgia  Avenue  NW.,  Washington,  D.  C. 

Leon  J.  Wylcgala,  past  president,  1075  Broadway,  Buffalo,  N,  Y. 

Mr.  Mattice.  I believe  the  chairman  n^ceived  a communication  ! 

in  the  mail  this  morning  which  might  be  pertinent  to  the  inquiry  here. 

The  Chairman.  I have  not  had  time  to  digest  it  yet.  It  is  from 
the  Muscat  Grape  Growers*  Committee,  815  Helm  Building,  Fresno, 

Calif.,  signed  by  IL  A.  Savage,  secretary  and  attorney,  in  which  ho 
makes  some  pretty  strong  accusations  that  I have  marked. 

If  you  will  take  the  letter,  Air.  Mattice,  and  read  it  to  the  witness 
and  then  if  he  has  any  observations  to  make,  we  will  be  glad  to  hear 
them. 

Mr.  Mattice.  I will  take  it  paragraph  by  paragraph  [reading]; 

I will  try  to  give  you  the  information  w^hich  you  desire,  but  I might  say  that  this 
matter  is  of  such  vital  importance  to  the  San  Joaquin  Valley  and  all  branches  of 
the  grape  industry  that  it  would  be  very  beneficial  and  desirable  if  someone  could 
be  sent  here  to  secure  the  documentatry  data  in  its  complete  form,  not  only  for 
present  use,  but  for  future  reference.  If  the  business  of  the  small  local  wineries, 
and  there  are  several  hundreds  of  them  in  California,  is  to  be  preserved,  it  can  only 
be  through  services  of  committees  like  Senator  Van  Nuys'  and  by  giving  the  facts, 
to  the  public. 

War  Food  Administration  ordered  all  raisin-variety  grapes  dried  in  the  eight 
major  grape-producing  counties  for  the  year  1943.  Raisin  grapes  are  Thompson 
Seedless,  Muscats  and  Sultanas.  The  Government  fixed  a price  Thompson  Seed- 
less of  $155  a ton,  from  which  is  deducted  hauling  sand  tests,  etc.,  so  that  the  grower 
received  an  average  net  of  about  $153  a ton.  It  takes  four  tons  of  fresh  grapes 
to  make  a ton  of  Thompson  Seedless  raisins,  so  the  Thompson  Seedless  growler 
received  $38.25  on  a fresh  basis.  Muscats  are  on  about  4-to-l  ratio  at  22 
percent  sugar,  the  price  being  $165  a ton,  less  hauling  and  sand  tests,  etc.,  giving 
approximately  $163  a ton  net,  and  on  a 4-to-l  basis,  $40.75  per  ton  for  fresh  i 

grapes.  Production  of  Sultanas  is  negligible,  but  the  price  of  Sultanas  was  slightly 
less  than  the  Thompsons. 

I will  stop  here  if  you  care  to  make  any  comment  on  it,  though  it 
may  be  something  that  is  within  or  without  your  experience  or  ’ 

knowledge. 

Mr.  Sanderson.  The  figures  are  substantially  correct.  Those 
prices  are  set  by  W.  F.  A.  as  to  raisins. 

I have  here  the  summary  bulletin  of  the  California  Crop  and  Live- 
stock Reporting  Service  issued  jointly  by  the  United  States  Depart- 
ment of  Agriculture  and  the  California  Department  of  Agriculture 
and  it  shows  that  the  return  to  the  raisin  producer  was  $163  on  a dry 
basis  for  raisin-variety  grapes  dried  into  raisins,  which  produced  a 
total  return  to  the  grower  of  $59,984,000,  as  compared  with  a dried 
price  of  $113  in  1942  or  a net  return  of  $28,702,000. 

Some  raisin  varieties  were  marketed  fresh.  On  those,  the  grower 
received  this  year  $68  per  ton  as  compared  with  $39.90  per  ton  last 
year. 

That  will  merely  substantiate  the  fact  that  Mr.  Savage  has  used 
correct  figures. 
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Mr.  Mattice.  Yes.  I will  continue  reading: 

On  two  or  three  occasions  the  Office  of  Administrate 

rip€  averagG  about  26  percent. 

Does  anything  occur  to  you  in  connection  with  that  paragraph, 

“M?‘slNDEfkoN.  Merely  that  Mr.  Savage  is  attempting  to  indi- 
cate to  yl  gentlemen  that  $30.30  would  have  been  the  bl^ic  price 
for  musSt  Irapes  which,  of  coume,  is  not  correct  0>.r  b„sjs  tor 
determining  the  wine  price  was  on  an  perage  return  to  the  gro  e 
for  all  types  of  grapes  used  for  crushmg  ^^o j^^me  of  $30.30. 
might  have  been  made  up  of  an  average  of  $40  and  $20. 

Mr  Mattice  It  was  an  average?  _ ^ . 

Mr  slmEESON.  It  was  an  overage.  We  did  not  say  that  muscat 

grapes  should  be  $30.30  or  onytlung  like  it. 

Air.  AIattice.  I 'will  continue: 

Thompson  seedless  also  are  very  high  in  sugar,  and 

the  wineries  of  about  one-half  of  their  normal  suppl} . 

Mr.  Sanderson.  That  is  substantially  correct  The  raism  v^ 
rieties  erown  in  the  State  of  California  range  from  1,200,000  to 
1 500  000  tons.  It  was  approximately  the  latter  figure  this  year 
Lit  Zr  on  y 95,000  tons  of  raisin  varieties  got  .into  wine  produc- 
tion Tt  of  iout  1,250,000.  tons.  This  year  ? onestmnaMe 
whether  the  figure  will  be  quite  as  large  as  that.  . h . A.  took  all 
the  raism-variety  grapes  and  made  this  raisin-drymg  program  which 
toe  gXerfSwd^through  and  did  a very  fine  job  on,  from  all 

accounts,  using  all  the  raism-variety  grapes  for  raisins. 

Mr  Mattice.  You  put  that  in  the  past  tense;  that  they  took  all 

the  raisin  grapes  last  year  for  raisins.  The  fact  is,  they  did  not, 

Mr.  Sanderson.  The  fact  is  as  I have  just  said. 

Mr.  IvIattice.  A large  quantity  of  them  were  diverted  later  to  toe 

* Mr^slNPEnsoN.  No.  I I said  in  1942  a total  of  96,000  tons  of 
raisin-variety  grapes  reached  the  wineries. 

Mr  si?fDESoN.''And^'in  1943,  when  the  figures  were  available 
it  was  my  impression  the  figure  would  be  slightly  less  than  that.  In 
wnrHs  it  mi^ht  Tuu  85,000  tons. 

Mr.  Mattice  D not  the  Food  Admmistration  set  up  an  en- 
larged program  on  raisins? 

Mr.  Mattice.  They  wanted  more  raisins  than  they  had  m pre 
vious  years? 

Mr  MATTiCE^°An<^ did  they  not  urge  the  grape  grow^ere  to  enter 
into  that  program  and  produce  more  grapes  than  normally  for  the 

purpose  of  that  program? 
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Mr.  Sanderson.  They  required  all  raisin-variety  grapes  in  the 
named  eight  counties  in  California  to  be  confined  to  drying  for 
raisins.  The  crop  was  fortunately  larger  tliis  year.  The  produc- 
tion was  substantially  liigher  even  than  anticipated  due  to  the  in- 
creased crop. 

Mr.  Mattice.  I assumed  that  you  and  your  section  did  not  have 
anything  to  do  with  that  and  that  it  was  handled  by  the  Food  Admin- 
istration? 

Mr.  Sanderson.  That  is  entirely  correct. 

Mr.  Mattice.  You  had  some  knowledge  of  it  and  knew  about  it 
at  the  time  the  matter  was  up? 

Mr.  Sanderson.  Such  knowledge  as  I have  of  these  matters,  I am 
very  glad  to  give  to  the  committee  while  I am  here,  with  the  under- 
standing I am  not  speaking  officially. 

Mr.  Mattice.  We  understand,  and  the  reason  I am  asking  you 
about  it  is  that  on  yesterday  you  said  you  had  spent  considerable 
time  in  California  and  you  seemed  to  have  a gimeral  knowledge  of  the 
grape  industry.  We  understand  a good  deal  of  this  is  outside  your 
particular  section. 

Mr.  Sanderson.  That  is  correct. 

Mr.  Mattice.  I will  continue  reading  the  letter: 

It  would  probably  be  of  interest  for  you  to  know  that  the  California  wineries 
make  mostly  sweet  wine  of  40  to  42  percent  proof,  and  as  in  the  ordinary  fermen- 
tation of  natural  grapes,  only  about  10  percent  alcohol  is  securable.  The  wineries 
must  make  brandy,  which  runs  from  190  to  195  proof,  in  sufficient  amount 
to  fortify  the  natural  wine,  bringing  its  alcoholic  content  up  to  20  to  21  percent 
alcohol,  or,  as  we  say,  40  to  42  percent  proof.  It  takes  as  many  grapes  to  make 
fortifying  brandy  to  make  the  finished  sweet  w’ines  as  it  does  for  the  wine.  Any  of 
the  fortifying  brandy  can  be  made  into  regular  liquors  of  the  brandy  varieties, 
as,  undoubtedly,  you  well  know.  They  dilute  the  fortifying  brandy  about  one- 
half  and  you  have  95  proof  brandy  such  as  muscat  brandy  and  any  other  of  a 
number  of  others,  and  this  fortifying  brandy  can  be  mixed  with  various  brands  of 
whisky  and  other  liquors.  It  is  altogether  too  potent  to  drink  in  its  native  form. 

Do  you  have  any  knowledge  on  the  subject  mentioned  there? 

Mr.  Sanderson.  I have  a very  substantial  amount  of  knowledge 
and  the  statement  is  reminiscent  of  certain  other  statements  that  we 
have  heard  here  which  might  be  characteri/'.ed  as  a maximum  of 
verbiage  and  a minimum  of  factual  and  pertinent  information. 

I will  make  the  same  comment  on  this:  There  is  a certain  amount  of 
factual  information  there,  but  it  is  not  anything  that  I would  like 
to  go  in  and  try  to  completely  defend. 

Mr.  Mattice.  One  thing  that  is  true  is  that  the  distillate  from 
fruit  may  be  used  with  and  blended  with  whiskey  and  that  is  per- 
mitted to  be  done? 

Mr.  Sanderson.  Fruit  spirits  may  be  used;  yes,  sir. 

Mr.  Mattice.  A spirit  is  a spirit  no  matter  whether  it  is  made 
from  fruit,  sugar,  or  grain? 

Mr.  Sanderson.  There  are  certain  half  truths  in  that  statement. 

The  Chairman.  What  is  the  half  truth? 

Mr.  Sanderson.  The  general  indication  that  the  wine  is  made  by 
the  production  of  commercial  brandy  and  adding  the  two  together, 
producing  a high  proof  combination.  I think  it  is  not  a fair  state- 
ment of  the  method  of  making  wine,  as  I know  the  business.  How- 
ever, as  I said,  I would  rather  not  be  drawn  into  commenting  on 
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Mr  Sav»ge's  description,  « l,ich  I do  not  think  is  a complete  descrip- 

Z;  but  rather  periiaps  glosses  over  certain  thiiias  'XV\aTis  4e 
Mr.  Mattice.  What  is  meant  by  “fortifying  wine  ? W hat  is  tue 

Mr^  sTnderson.  The  mechanics  of  it  is  the 
centage  of  brandy  spirits  which  are  specia  ly  produced  by  distilla- 
tion processes  to  Oie  fermenting  grapes  at  the  time  just  prior  to  the 
comp^letion  of  fermentation.  This  arrests  fermentation  and  to  retain 
in  the  wine  the  required  sweetness.  The  sugar  remains  unfermented 
and  is  stablized  so  that  it  will  not  ferment  out  later.  It  is  "lore  or 
less  a preservation  of  the  unferinented  sugar  in  the  grapes  by  the 
presence  of  alcohol  or  brandy  spirits.  The  Federal  regulations  re^ 
quire  that  the  fortification,  so-called,  of  any  fruit  wine  be  done  with 
tlie  sDirit  of  the  fruit  from  which  the  wine  is  being  made. 

Mr^  Mattice.  Does  it  increase  the  alcoholic  content,  that  process. 

Mr.  Sanderson.  Of  course  it  does  Wtifica- 

Seiiator  Murdock.  May  I ask  this  question.  . Is  t^e  fortitaca 

tion  of  wine  exclusively  for  the  purpose  of  arresting  the  fermenta- 
tion and  preservation  of  the  sugar  content. 

Mr.  Sanderson.  Yes;  that  is  a correct  statement.  . 

Senator  Murdock.  And  not  for  the  pupose  of  increasing  the 

alcoholic  content,  do  you  say  that?  thp  nroduc- 

Mr  Sanderson.  I sav  that;  yes,  sir.  It  is  merely  the 

tion  of  a variety  of  wine"^  in  which  the  sweetness  of  the  grape  is  mam- 

Sned  and  not  allowed  to  ferment  out  entirely  as  tt  does  m the  pro- 

Hurtion  of  the  dry  or  table  wines.  , , . j ^ 

^ Senator  MurdLk.  Is  that  the  only  process  that  is  used  for  the 

^^Mr^S^NDER^so^  ; j jg  allowed  in  the  State 

of  Calhmn'l  Certi^  the  States  allow  the  addition  of  sugar 
which  can  be  fermented.  In  the  State  of  California  and  under  the 
California  pure  food  and  drug  law,  that  addition  of  sugar  is  not 
allowed  and  the  maintenance  of  the  original  sugar  sweetness  of  the 
grape  must  be  effected  by  stopping  fermentation  through  the  use  of 

the  addition  of  the  fruit  spirits.  , 

Senator  Murdock.  If  you  did  not  stop  fermentation,  then  you 

would  have  nothing  but  dry  wines?  i TLp  mivar 

Mr.  Sanderson.  Then  you  would  make  dry  vines.  The  sug 

would  fill  foriuBut  and  voii  would  have  a dry  wine. 

silltor  Mcedock.  that  is  all,  Mr,  Mattice.  I beg  your  pardon 

for  the  interruption. 

Mr  Mattice.  The  next  paragraph  reads: 

Offiice  of  Price  Administration  had  a ceiling  on  bulk  \ynes  rp^  „pvpral 
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capacity  of  500,000  gallons  to  3,000,000  gallons  per  year,  and  the  small  wineries 
and  most  of  these  medium-size  wineries  sell  their  wines  in  bulk,  because  they 
have  not  establised  brands  and  do  not  have  bottling  facilities,  and  did  not  have 
any  high  price  for  case  goods  as  of  March  1942,  because  they  did  not  sell  in  cases — 
only  in  bulk.  One  of  the  main  outlets  of  these  wineries  was  through  bottling 
plants  who  purchased  bulk  wine  in  carload  lots  and  shipped  the  bulk  wine 
East  for  bottling.  With  bulk  wine  at  32  cents  the  wineries  could  not  afford  to 
pay  more  than  $20  to  $24  per  ton  for  juice  grapes,  but  the  wineries  started  off 
by  paying  much  higher  — over  $50  per  ton. 

Do  you  have  any  comment  to  make  on  that,  Mr.  Sanderson? 

.Mr.  Sanderson.  Well,  it  shows  a certain  lack  of  acquaintance 
with  the  facts.  In  the  first  place,  on  the  basis  of  the  32-cent  fig- 
ure, that  is  incorrect  inasmuch  as  the  minimum  figure  he  is  compar- 
ing it  with  is  39  cents  in  the  regulations,  in  addition  to  which  certain 
additions  were  allowable. 

Mr.  Mattice.  What  about  the  general  statement  in  that  para- 
graph that  the  March  1942  price  applied  to  bottled  and  case  wines 
would  enable  those  who  had  a business  in  that  kind  of  commodity; 
that  is,  in  bottled  wines,  to  pay  as  high  as  the  figures  mintioned  here, 
$125  a ton  for  grapes,  whereas  those  who  were  in  the  bulk  wine  busi- 
ness could  not  possibly  pay  that  much  for  grapes  and  come  out  even 
on  it? 

Mr.  Sanderson.  I think  that  is  in  line  with  my  testimony  yester- 
day,  that  >ve  did  not  roll  back  the  March  1942  established  brands. 
It  so  happens  that  the  names  he  gives  there  are  not  typical  of  those 
who  had  the  high-priced  brands  and  it  is  obvious  that  any  person 
having  a March  1942  ceiling  price  substantially  higher  than  the 
prices  established  in  our  regulation,  which  I described  yesterday, 
could  pay  correspondingly  a higher  price  for  the  grapes  than  could 
be  paid  by  the  person  having  only  this  established  flat  ceiling. 

Mr.  Mattice.  Then  may  the  committee  understand  from  that 
that  at  least  it  is  a possible  explanation  of  why  the  purchasers  of 
grapes  in  the  1943  season  in  California  paid  as  high  as  $125  a ton  for 
grapes  after  O.  P.  A.  had  indicated  that  the  prices  had  been  fixed  on 
the  basis  of  $30.30  per  ton? 

Mr.  Sanderson.  The  O.  P.  A.  only  indicated  that  the  price  of 
new  wine,  wine  made  out  of  1943  grapes,  would  be  set  on  a basis  of 
an  average  return  to  the  grower  of  $30.30.  It  did  not  say  anything 
about  the  change,  nor  was  there  ever  any  thought  of  changing  the 
ceiling  prices  on  established  brands  that  were  sold  at  March  1942. 
That  has  been  a consistent  policy  of  O.  P.  A.  not  only  in  this  indus- 
try but  in  all  others,  to  maintain  the  March  1942  level  as  a base,  as 
a rule. 

Mr.  Mattice.  At  least  it  was  said  that  the  O.  P.  A.  ceiling  prices 
on  wine  to  be  fixed  and  as  fixed  were  based  on  $30.30  a ton  for  juice 
grapes? 

Mr.  Sanderson.  That  is  correct. 

Mr.  Mattice.  When  was  information  to  that  effect  given  out 
in  California?  Do  you  remember  what  month  it  was  in  1943? 

Mr.  Sanderson.  I should  say  that  it  was  in  June  or  July  of  1943. 

Mr.  M.attice.  I’ll  call  your  attention  to  the  meeting  which  was 
held  in  Fresno  on  July  30,  1943,  at  which  you  were  present  and  part 
of  the  time  presided,  and  at  which  you  said  on  yesterday  some  400 
persons  interested  in  the  wine  industry  were  present  and  ask  you  if, 


on  that  occasion,  the  base  price  or  whatever  designation  you  may  give 

to  it  of  $30.30  a ton  was  mentioned?  j 

Mr.  Sanderson.  I should  say  it  definitely  was  mentioned , yes,  sir. 

Mr.  Mattice.  You  tliink  it  was? 

i^Ir  ^Iattice°  who  were  interested  and  who  attended 

that  meetirg  were  told  or  at  least  the  matter  of  $30.30  per  ton  was 
spoken  of  there  in  their  presence? 

Mr  Sanderson.  That  is  correct.  , 

Mr.  Mattice.  Let  me  take  the  next  paragraph,  Mr.  Sanderson. 

Office  of  Price  Administration  immediately  announced  that  all  '/If 

YY\r\Tn  thnn  ^^0  ^0  a ton  would  havG  to  take  the  loss,  because  Office  of  Price 

K'-r;  at; 

that  their  business  was  gone  and  that  they  wouia  get  of  the  biff 

Bottling  and  Distributor  X m the‘\amer  what  they 

brandy,  except  for  the  percentage  bottled  and  sold  in 

Have  you  ever  heard  anything  about  that  sort  of  a set-up? 

Mr.  MATTiS*?^TeU^us^  that.  We  would  like  to  know  about 

^^'Mr  Sanderson  That  is  generally  found  to  l^fye  be^n  a situ- 
ation that  existed  The  independent  bottler  in  the  East  who  thought 
he  midifno^^^^^^^^^  bulk  wine  on  the  basis  of  the 
which  would  be  based  on  $30.30,  which  was  pretty  well  talked  about 
obviouslv  had  the  opportunity  to  go  out  and  purchase  grape  , 
contrac/with  a winery  to  have  them  crushed  and  made  into  wine 
hav e Ihe  wino  shippA  him  and  to  sell  that  wme  tt  it  were  property 
nroduced  in  accordance  with  his  own  ceiling  price,  on  the  oasis  oi 
£t  T4lS  have  been  an  attractive  and  reasonably  high  ceiling 

^"^SiS^or  bSusoN.  But  not  on  the  basis  of  a $30.30  grape  ton? 
Mr  Sanderson.  No,  he  could  pay  $120  if  he  wanted  to. 

Senator  Ferguson.  And  still  sell  them  at  a profit  m the  east? 

Mr  Sanderson.  It  is  possible  that  anybody  who  had  a high  enough 

ceUing  could  have  paid  $120  for  grapes. 
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Senator  Ferguson.  I would  just  like  to  have  it  as  a fact.  Were 
the  prices  in  the  East  high  enough  so  they  could  pay  $120  and  make 
a profit? 

Mr.  Sanderson.  That  was  an  entirely  individual  matter. 

Senator  Ferguson.  Do  you  know  of  any  prices  that  were  high 
enough  in  any  cases  where  they  could  do  that? 

Mr.  Sanderson.  Yes,  sir.  We  have  several  brands  on  file  in 
which  the  established  March  price  of  an  eastern  bottler  would  be 
sufficiently  high  so  that  he  might  paid  have  a high  price  for  grapes 
and  still  come  out  even.  He  might  not  have  profited  by  it  but  he 
might  have  been  able  to  come  out  even. 

Mr.  Mattice.  Supplementing  that,  Mr.  Sanderson,  the  next 
paragraph: 

As  soon  as  one  or  two  eastern  bottling  and  distributing  plants  started  this  pro- 
grain,  others  followed,  and  the  price  of  juice  grapc^s  went  from  $50  a ton  up  to 
as  high  as  a $120  ton,  at  the  very  end  of  the  season,  for  cull  emperors,  which  are 
the  least  suitable  of  any  variety  of  grapes  for  wine.  The  general  price  for  wine 
grapes,  how'ever,  climbed  from  $50  until  it  was  common  to  pay  for  malagas, 
usually  our  lowest  price  grape  for  table  or  wine,  an  average  of  about  $80  a ton. 

I personally  drew  one  contract  for  malagas,  including  culls  from  packing 
' houses,  and  these  grapes  were  very  low  sugar,  where  the  winery  paid  $90  per  ton 
roadside,  and  I personally  received  $92.50  per  ton  for  cull  emperors;  that  is,  the 
rejects  from  the  packing  houses  where  they  were  pa<;king  them  for  table  use. 

Does  any  comment  occur  to  you  on  that? 

Mr.  Sanderson.  No.  I will  make  this  comment  for  the  record 
so  that  it  will  be  understood  that  the  difference  on  the  cost  of  grapes 
at  $30.30  and  at  $120  on  a case  of  fifths  would  figure  up  to  $2.70  a 
case.  Our  ceiling  price  in  the  regulation  is  $4.73  for  a case  of  fifths, 
f,  o.  b.  California. 

A bottler  in  the  East  or  any  other  processor  who  happened  to 
have  a ceiling  price  in  the  neighborhood  of  $7.50  would  obviously 
be  able  to  absorb  the  difference  between  $30  and  $120  if  he  so  wished; 
so  that  you  can  see  the  possibilities  which  existed  for  this  type  of 
operation. 

Mr.  Mattice.  Then  those  growers  of  raisin  grapes  or  rather  that 
part  of  those  grapes  not  taken  into  the  drying  program  and  converted 
into  raisins,  and  which  grapes  finally  went  to  the  wineries,  were  dis- 
posing of  a product  that  was  worth,  according  to  the  prices  then 
being  paid,  the  much  larger  figures  of  $75  and  $80  and  $100  a ton? 
In  other  words,  they  were  raisin  grapes  but  being  diverted  from  the 
raisin  field  into  the  winery  field.  They  were-  worth  just  as  much  as 
grapes  grown  for  the  winery  business,  were  they  not? 

Mr.  Sanderson.  All  the  raisin  varieties  raised  in  the  eight  counties 
were  under  the  control  of  the  Government.  A Government  agency 
had  charge  of  all  of  them.  It  was  a Government  agency  that  handled 
the  redistribution  of  them  into  the  winery,  so  preferably  I would  not 
comment  on  the  operations  of  another  agency. 

Mr.  Mattice.  I understand  that. 

Mr.  Sanderson.  But  I suggest  that  you  get  that  information  from 
that  agency. 

Mr.  Mattice.  But  the  crop  was  large  in  1943  and  it  was  larger 
than  was  expected? 

Mr.  Sanderson.  That  is  right. 

Mr.  Mattice.  And  the  Food  Administration  probably  got  as 
many  raisins  as  they  hoped  to  get? 
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Mr.  Mr^cK  BuI^Uiere  were  still  some  grapes  that  were  ear- 
marked for  the  raisin  program  that  did  not  go  mto  food.  ^ 

Mr.  Sanderson.  That  is  always  the  case.  There  is  a certain 
flmoiint  that  can  not  be  properly  dried,  due  to  the  loaition  on  t e 
margin  of  the  vineyards,  because  of  a certain  amount  of  loss  cause 

hv  rain  falling  on  the  tra vs  in  the  course  of  drying. 

Mr  Mattice.  They  did  not  have  that  trouble  in  the  1943  season, 

did  tliev?  It  was  not  a rainy  season. 

Mr  Sanderson.  It  was  not  a rainy  season;  no,  sir. 

Mr  M-vttice.  So  that  does  not  enter  into  it.  1 have  ^ 

raisins  grapes  which  did  not  go  into  the  raising  program,  not  for  any 
7 lhe  Jon  mentionid,  but  for  the  reason  that  he  lood 

Aclmtotoatioi/failod  ,to  provide  Ae  pow^  ^ 

fnrilities  for  dehydration,  and  so  forth,  and,  as  a result,  tne  hrapes 
hunc-  on  the  vines  and  lost  the  water  content  and,  therefore,  lost 
weight.  Do  you  know  about  that,  generally. 

Mr  MATTiS°'And™hoso^ere  the  grapes  that  later,  through  the 
other  agencrto  which  we  have  referred  here,  were  diverted  to  the 

wineries? 

Tl^’  rw^AmMAN^'  GeSlemen  the  President  of  Venezuela  is  going 
tolddr“s:oa?e  and  I think  we  had  better  rise  nntd 

^ (VVhCTeupon,  at  12:10  p.m.,  a recess  was  taken  until  2 o’clock  p.m. 

this  day.) 

afternoon  session 

♦ 

testimony  of  WILSON  D.  SANDERSON -Resumed 
Sr  Mr.  Sanderson,  is  as  follows: 

vines — did  what  we  call  , growers  who  had  trusted  the  Government, 

hj'drated,  all  through  no  fault  „ growers  to  deliver  these  grapes  to  the 

War  Food  Administration  ducted  these  groAAe  Administra- 

wineries  and  agreed  to  pay  the  growers  50  pe^ 

tion,  however,  failed  to  pay  the  gro  e s muscats  on^a  net  basis  of  $75  per 
meantime,  ^ar  Food  Admimstr^^^^  th  ^ ^3  percent,  and  as 

ton,  with  an  additional  prme  of  p gar^P  2q  to  30  percent  sugar 

these  muscat  grapes  delivere  t ™p„Tjt  that  the  Government  received  for 

and  averaged  about  27  Percent  this  mean^  ^efgot  Lly  $35.50.  On  the 
these  muscat  grapes  $90  per  ton  a | brought  $100  a ton  from  any 

the  open  market  these  out^  of  this  situation  was  that 

winery.  As  humorous  as  it  n^y  . > percentage  of  the  decreased 

the  medium-size  ^unenes  got  nm 

tonnage  and  ^id  Probably  on  tne  Administration  was 

wineries  p^d  more  than  $30.30  per  ton  for  juice 

Khe^.'-dTu  ‘ie te  Tcie.^th'e  d.,..ge  .o  .he  f.nhe,  ,„d  o.h„ 

medium-size  wineries  this  year  \^as  not  great. 

Do  you  have  any  comments  with  respect  to  that  paragraph. 
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Mr.  Sande^on.  My  only  comment  would  be  to  again  repeat  what 
1 have  said,  that  any  remarks  in  connection  with  the  grape  situation 
m California  are  outside  of  my  immediate  province,  that  this  is 
entirely  a W.  I* . A.  matter,  and  that  I have  heard  relatively  the  same 
statements  made  through  other  sources. 

Mr.  Mattice  (resuming): 

The  appalling  aspect  of  this  plan  was  the  elimination  of  small  and  medium 
winery  competiUon,  going  to  Washington  and  getting  the  orders,  which  the  big 
distillers  belie\'ed  meant  the  death  knell  of  small-  and  medium-size  wineries  an^ 
which  would  have  resulted  in  the  farmer  getting  only  about  40  irSTf  what 
grapes  were  worth.  The  wineries  and  farmers  fear  that  Roma  and  the 

The  general  consensus  of  opmion  here  is  that  Schenley  and  the  distilleries  who 

major  big  wineries  in  California,  so  dominate  and  control 

pretty  much  write  their  own  ticket 
fact  that  them  owm  ticket  did  not  win  for  them  was  their  own  short- 

to^help”^**’  Office  of  Price  Administration  certainly  did  all  it  could 

Office  of  Price  Administration  did  not  dare  put  a ceiling  of  $30.30  on  wine 
grapes  to  the  farmer,  but  thought  it  was  getting  the  same  result  by  putting  a 

ceiling  on  bulk  wine  on  a basis  which  would  not  allow  the  small  and  medium 
wineries  to  pay  more  than  $30.30  per  ton.  meaium 

Does  anything  occur  to  you  in  connection  with  that  statement?' 
oliall  1 read  it  again? 

^ perhaps  permissible 

slander,  if  such  a thing  is  possible  under  Government  rules,  to  make 

a statement  of  that  kind  and  have  it  read  into  a public  record 
Speaking  definitely  for  O.  P.  A.,  I protest  strongly  against  the 
adrnission,  even,  of  a statement  of  that  sorf.  in  an  inquiry  of  this 

Governinent^^^  against  the  integrity  of  a department  of  the 

On  behalf  of  O.  P.  A.,  I deny  the  whole  allegation. 

. Air.  AIattice  (continuing): 

h^rd  out  of  Washington  so  often  that  we  must  protect  small  business 
Only  last  night  over  the  radio  came  the  news  that  Senator  Taft  was  fighting  to 
preserve  the  2,000,000  small  businesses  in  the  United  States,  which  w'ere  ^dtal 
to  preserve,  if  men  in  the  United  States  were  to  have  the  opportiinitv  of  raising 
^emselves  from  the  employee  class  to  owning  and  operating  their  own  businesses^ 

and  brandy  business  of  California  and  if  the 
and  medium-size  wineries  are  to  be  saved  here 
then  the  strangle  hold  wffiich  the  distillery  trust,  working  through  the  coonera^ 
tion  of  Washington  and  Office  af  Price  Administration,  must  be  broken  because 
thej  have  their  tentacles  spread  over  the  wine  industrv  like  an  octopus  and 

thZ  ^ *5®^  *^®  farmers  know  what  wffi  happen 

to  the  price  of  juice  grapes.  We  can  remember  when  the  California  Wine  ^o- 

man.ryeS''"  industry,  we  got  from  $5  to  $10  a ton  for  our  grapeT^r 

All  of  the  raisin  grape  growers  of  California  know  that,  if  the  wineries  who 

gm^s^thl^rniAA  *f  percent  of  the  raisin  grapes  put  the  price  low  on  wine 
grapes,  the  price  of  raisins  will  be  proportionately  low.  The  whole  California 

the^livehhood5l,>5"^^^^^  an  investment  of  over  $300,000,000  and  furnishing 

avLalfnrodlicI  on  n 9 5nn'Ann?  ^ *?  ®^®'‘  an  annuaP 

average  production  of  2,300,000  tons  of  grapes  per  year,  will  suffer. 

in  th5  norm?f P^duction  can  go  into  raisins  and  be  consumed 
”®™al  trade  channels,  as  statistics  for  the  past  6 or  8 years  will  show 

IuTaa  '■®'  7®*^  ^ secretary  and  attorney  for  the  Muscat  Grape  Growem'  Com^ 
mittee,  and  as  chairman  of  the  State-wide  Committee  of  Grape  Growlers  of 

us  here^fhalth'is^nA^l’'^  W examining  the  facts  as  they  confront 

dLinafed  he/n^A^  peril  which  hangs  like  a cloud  over  our  entire  industry  may  be 

trof  o5  7ricAs  Tn  li  ® a®d  the  only  time  to  head  off  a monopolistic  con- 
ol  of  prices  in  the  grape  industry  is  before  monopolistic  wdll  dominates  the 
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industry.  Your  committee  is  doing  a very  fine  work,  and  both  the  r’,5?f 

Growera’  Committee  and  the  State-wide  Committee  of  Grape  Growers  of  Calif- 

fornia,  I am  sure,  will  help  you  to  the  utmost. 

Is  that  stibstantially  correct,  that  about  60  percent  of  the  raisin 

production  goes  into  raisins?  ^ , 

Mr  Sanderson.  Yes;  that  is  substantially  correct.  Out  of 

2,500,000  large  crop,  1,500,000  tons  is  raisin  variety  of  grapes. 

’ Mr.  Mattice.  (continuing): 

If  time  permits,  and  you  want  the  general  statements  herein  made  substan- 
tiated by  copies  of  news  releases  in  the  papers  in  reference  to  .0®®® 
Adminis^ation’s  part  in  this  travesty  on  free  business  enterprise,  ^®.^dl 
^lad  to  sudX  this  information.  If  you  will  look  into  the  War  Food  Adminis- 
tration recorc^  in  Fresno  and  the  records  of  the  so-called  coordinators  committe^ 
you  wilffind  tLt  the  coordinators  committee,  being  made  up  of  gro^rs  and 
the  ffical  manager  of  War  Food  Administration,  Mr.  Malcolm  Watson  had 
one  continuing  fight  to  prevent  Schenley  from  getting  a rele^e  of  muscat  8®^?®®. 
despite  War  Food  Administration  orders  that  all  be  dried,  and  did  8®t  <me 
release  which  Malcolm  Watson  and  the  raisin  growers  committee  5®^^®?"®®*®^; 
TheT  got  this  release  out  of  Washington.  I am  sure  you  will  find  that  one  of 
the  main  reasons  why  crop  insurance  was  held  up  and  never  announce^  d it 
ever  actually  existed  through  Commodity  Credit  Corporation,  was  that  Schenley 
Ind  some  of  the  C distillfrv  interests  insisted  that  they  have  a monopoly  con- 
trol on  all  rain-damaged  raisins  which  had  been  ^ays-  Th^^  years’ 

willing  to  divide  these  rain-damaged  raisins  in 

nrnHnption  of  the  medium  and  small  wineries.  As  humorous  as  it  may  seem 
again,  and  contrary  to  normal  expectancy  and 

drying  the  God  of  Weathers  did  not  send  any  ram,  and  the  Liquor  Trust  did 

not  get  anv  damaged  raisins.  “The  best  made  plaiis  of  f%®5«o®oo 

afflee  ” but  the  small  and  medium  wineries  of  California,  and  the 

gSpe  farmers  of  California  certainly  do  not 

minds  of  the  Distillery  Trust  to  leave  another  loophole  m the  circle  for  next  year, 

or  to  gamble  again  with  Jupiter  Pluvius  o^the  weather.  nowpr  of 

VVe  believe  that  if  you  would  come  to  California  for  10  c^ys  with  ^ 
subpena  and  with  the  cooperation  of  the  Muscat  Grape  Growers’  Commttee 
and^the’ Statewide  Committee  of  California  and  many  members  of  the  offici^ 
Government  selected  Raisin  Coordinators  Committee, 

Hopnmentarv  evidence  so  that  Congress  would  appreciate  ypur  eitorts  ana  the 

steady  progress  of  the  Distillery  Trust  in  the  control  of  Ca^^^^^^ 

would  be  checked  and  the  several  hundred  small  and  medium  wineries  in  Caliior 

S would  w live;  „d  the  25,000.  grope 

in  the  years  to  come  secure  a living  price  for  their  grapes  hrerd 

assistance  in  this  regard  please  command  us.  It  is  our  daily  bread. 

Now,  have  you  any  further  comment?  „ 

Mr.  Sanderson.  I would  repeat  that  the  alleption  relating  to 

any  control  or  influence,  or  anything,  by  any  individual,  company, 
or  STOup,  or  anything  else,  in  O.  P.  A.  is  entirely  improper. 

I might  also  add  that  the  Office  of  Price  Admmistration  would 
appear  to  be  the  proper  place  for  this  entire  matter  to  be  submitted 
if  it  is  a question  of  adjusting  either  grape  prices 
that  we  have  the  machinery  for  so  domg.  e have,  as  I 
out  to  the  committee,  we  have  a plan  under  which  applications 
for  amendment  to  the  regulations  can  be  handled  m an  orderly 

mfghrS^^as  to  the  plight  to  the  grower,  merely  to  clear  the 
record,  that  the  same  report  from  which  I read  this  mornmg  indicates 
that  the  growers  of  California  received  for  wine  varieties  in  194d  a 
average  of  $77.90  per  ton,  or  a gross  return  of  $43,365,000,  as  against 

the  1942  corresponding  figure  of  $31.20  per  ton,  or  a 
of  $14,789,000;  that  for  table  grapes  the  growers  received  this  par 
an  average  of  $102  per  ton,  a return  of  $50,796,000,  as  against  an 
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average  of  $44.70  for  1942,  or  a gross  return  of  $18,262,000.  I read 
this  morning  the  figures  on  the  raisin  prices. 

The  inference,  of  course,  is  obvious  that  the  return  to  the  grower 
this  year  was  in  all  cases  in  excess,  and  in  the  case  of  wine  varietities  ' 

and  table  varieties,  was  in  excess  of  100  percent  over  last  year. 

In  the  case  of  raisin  varieties  sold  fresh  or  raisin  varieties  dried, 
there  was  a substantial  increase.  * 

Mr.  M.\ttice.  That  was  not  so  with  respect  to  the  grapes  of 
the  raisin  variety  growers  which  finally  w'eiit  to  the  wineries  because 
they  only  got  $35  a ton  for  them. 

Mr.  S.\NDERSoN.  The  returns  here  on  raisin  varieties  dried  is  on  * 

a dry  basis,  $163,  wdiich  is  a little  over  $39  per  ton  on  a fresh  basis. 

I am  not  in  a position  to  say  whether  the  $35  figure  is  correct. 

Mr.  Mattice.  What  I mean  is  this,  that  those  growlers  of  the  raisin 
variety  of  grapes  who  had  committed  themselves  to  the  War  Food 
Administration  program  of  processing  them  into  raisins  and  wdio  w^ere 
not  able  to  complete  that  process  and  wdiose  grapes  were  taken  off 
their  hands  by  the  Commodity  Credit  Coiporation  and  turned  into 
the  wineries,  w'hich  wineries  made  wdne  out  of  them,  were  not  able 
to  sell  their  grapes  at  the  then  prevailing  prices. 

In  other  words,  they  coidd  be  used  for  w'ine  and  they  w^ere  used 
for  that  purpose  but  they  didn’t  get  the  money  for  them  that  other 
growers  of  grapes  got. 

Mr.  Sanderson.  Nor  did  any  other  grower  of  raisin  grapes.  The 
entire  crop  was  taken  over  by  W,  F.  A.  Every  raisin  grower  commit- 
ted himself  to  support  the  program. 

Mr.  Mattice.  And  if  he  hadn’t  he  would  have  been  free  to  sell 
his  grapes  as  others  sold  them. 

Mr.  Sanderson.  Yes.  The  raisin  grow(;r  knew  in  advance  that 
all  the  raisin  grapes  were  to  go  into  this  raisin  program  and  the 
grower,  very  patriotically,  we  will  say,  got  behind  the  program.  He 
agreed  to  put  everything  into  it. 

Mr.  Mattice.  And  he  did  do  it,  and  he  did  go  through  wdth  it. 

Mr.  Sanderson.  He  Avent  through  Avith  it.  I think  the  statement  n 

as  to  the  failure  to  provide  the  complete  program  of  dehydration  may 
be  correct.  At  least  my  indirect  information  would  lead  me  to 
believe  that.  Certain  growers,  therefore,  state  that  the  grapes 
instead  of  going  into  raisins  Avent  into  other  uses.  But  they  had  • 

already  agreed  Avith  the  Government  to  put  them  in  the  raisin  pro- 
gram. So  they  were  in  the  position,  because  something  happened 
to  the  program,  and  someone  else  was  able  to  profit  by  it — they 
didn’t  make  a profit.  They  never  expected  to  make  it  in  the  first 
place. 

Mr.  Mattice.  That  doesn’t  change  the  picture.  If  you  are  raising 
grapes  and  I make  a contract  to  furnish  them  to  me  in  connection 
with  a certain  program,  and  I fall  down  in  my  part  of  the  contract 
and  I am  not  ready  and  I tell  you  I can’t  take  those  grapes  off  your 
hands  in  accordance  with  our  contract,  I at  least  should  release  you 
and  let  you  sell  thern  to  the  best  advantage,  and  in  that  case  you 
could  have  sold  them  for  around  $100  a ton,  but  instead  of  that  I 
hold  you  to  the  contract  and  make  you  deliver  those  grapes  to  me  at 
the  low  price,  and  then  I turn  around  and  sell  them. 

That  is  what  happened. 
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Mr.  Sanderson.  Excepting  one  of  the  contracting  parties  was  the 
United  States  Government. 

Mr.  Mattice.  But  that  doesn’t  change  it,  the  fact  that  the  Gov- 
ernment is  a contracting  party.  The  Government  should  live  up  to 
its  contract. 

Mr.  Sanderson.  That  is  true,  but  having  contracted  to  deliver 
« the  grapes  to  the  Government  at  an  agreed  price,  that  ends  any 

possibility  for  considering  any  further  profit.  If  the  Government 
makes  another  profit,  that  is  another  story. 

Mr.  Mattice.  But  of  course  you  recall  that  the  contract  to  deliver 

• the  raisin  variety  of  grapes  to  the  Government  at  an  agreed  price 
was  under  certain  conditions  which  were  specified  in  that  contract, 
one  of  which  was  that  the  Government  Avould  provide  certain  facilities 
for  the  drying  of  the  grapes,  Avhich  the  Government  didn’t  do,  we  are 
told,  and  thus  they  made  it  impossible  for  the  grower  to  carry  out 
the  program. 

Mr.  Sanderson.  One  can  sympathize  with  the  grower  who  saw 
somebody  else  make  the  money.  I agree  with  that  thoroughly. 

Mr.  Mattice.  What  you  are  saying  is  that  they  got  enough  as  it  Avas. 

Mr.  Sanderson.  No. 

Mr.  Mattice.  Well,  in  effect. 

Mr.  Sanderson.  I have  nev’er  said  that  the  level  of  the  price  was 
enough  or  too  little.  It  was  set  by  . F.  A. 

Mr.  Mattice.  Let  me  ask  you  about  another  phase  of  that  grape 
situation  out  there.  I asked  you  this  morning  concerning  when  the 
California  grape  raisers  were  informed.  If  they  were  informed,  that 
the  ceiling  prices  on  wines  were  going  to  be  made  on  the  basis  of  $30.30 
for  juice  grapes,  and  I made  reference  to  the  meeting  at  Fresno  of 
July  30,  which  you  attended,  and  also  present  were  Franklin  Gindick, 
of  the  O.  P.  A.  national  office  in  Washington;  R.  S.  Garson,  Legal 
Division,  O.  P.  A.  national  office,  Washington;  A.  N.  Harrison,  Food 
Section,  O.  P.  A.  regional  offices,  San  Francisco;  Donald  R.  Rush, 
Fruit  and  Vegetable  Division,  F.  D.  A.,  San  Francisco;  Malcolm 
. Watson,  Sr.,  industrial  Specialist,  F.  D.  A.,  Fresno,  Calif.;  and  over 

which  meeting  Mr.  Gindick  presided  in  the  forenoon  session  and  you 
presided  at  the  afternoon  session. 

Now,  I have  here  the  minutes  of  that  meeting.  They  are  very 

• voluminous  and  I have  just  in  the  time  I have  had  since  adjournment 
this  morning  glanced  over  them  and  I find  in  there  no  reference  at 
all  to  the  price  of  $30.30.  I do  not  undertake  to  say  that  it  may  not 
be  in  there,  but  I can’t  find  it  if  it  is.  But  I want  to  call  your  attention 
particularly  to  this,  in  the  afternoon  session,  at  which  you  were  pre- 
siding, and  at  which  time  the  matter  of  grape  prices  and  wine  prices 
was  under  discussion,  and  at  which  time  Mr.  Donald  R.  Rush  was 
introduced  to  the  meeting.  This  was  the  meeting  at  which  some  400 
were  present.  Is  that  right? 

Mr.  Sanderson.  That  is  right. 

Mr.  Mattice.  And  at  which  time  then,  after  such  introduction, 
Mr.  Rush  said  this,  or  this  in  substance: 

I don’t  know  if  anv  price  has  been  decided  upon  in  Washington.  Although  the 
men  who  were  back  there  were  coming  back  with  a program  all  determined — but 
they  came  back  without  one.  I know  it  isn’t  your  fault. 

He  was  speaking  to  the  assemblage  there,  Avasn’t  he? 

92968 — 44— pt.  2 15 
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Mr.  Sanderson.  Yes. 

Mr.  Mattice.  (continuing): 

Table  grapes — we  haven’t  given  much  consideration  to  it  for  the  reason  that  we 
have  had  so  many  other  troubles.  We  ask  you  growers  to  supply  us  with  infor- 
mation that  will  help  us  make  recommendations  to  our  Washington  office.  The 
following  is  the  infonnation  we  would  like  to  have: 

1.  Prices,  by  varieties,  returns  growers  had  last  year. 

2.  Any  recommendation  you  have  with  respect  to  price  this  year. 

I call  attention  to  that  language  because  it  indicates  that  no  price 
had  been  fixed  or  determined  upon  at  that  time.  It  was  still  to  be 
done  in  Washington  after  tliis  July  30  meeting.  Isn’t  that  the  size 
of  it? 

Mr.  Sanderson.  That  is  correct  as  to  table  grapes.  He  is  talking 
about  the  ceiling  on  table  grapes. 

Mr.  Maitice.  All  right. 

Mr.  Sanderson.  He  is  also  talking  for  W.  F.  A.,  not  O.  P.  A. 

Mr.  Mattice.  I understand.  He  is  the  representative  of  the  other 
agency,  that  is  true. 

Now,  that  same  afternoon,  in  that  same  session,  this  question  was 
asked  by  someone  in  the  audience:  “How  soon  do  you  expect  to  put 
this  ceiling  on?”  And  to  which  you  made  this  answer,  in  substance: 

We  dor’t  know — as  soon  as  possible.  Our  plan  is  that  before  we  leave  here 
week  after  next.  Generally  it  takes  from  1 to  2 weeks  after  it  is  finally  com- 
pleted until  it  IS  in  effect.  We  will  try  to  have  it  in  approximately  3 weeks. 

So  it  had  not  been  done  yet  at  that  time,  had  it? 

Mr.  Sanderson.  No. 

Mr.  Mattice.  Now,  following  that  this  was  asked: 

When  this  ceiling  is  placed  on  grapes — whatever  the  price  is — and  the  grower 
can  sell  at  a higher  price  to  a vintner — is  he  subject  to  fine  and  imprisonment? 
Will  that  ceiling  price  be  frozen  to  a grower? — Juice  grapes? 

To  which  you  made  this  reply,  in  substance: 

Have  an  f.  o.  b.  roadside  ceiling  frozen.  If  the  grower  sells  higher,  he  is  subject 
to  a penalty. 

Do  you  recall  that? 

Mr.  Sanderson.  That  is,  to  say  the  least,  abbreviated. 

Mr.  Mattice.  Yes.  What  I am  wondering  is,  and  I want  to 
ask  you  this,  whether  a man  sitting  in  that  audience  wouldn’t 
understand  that  if  he  had  some  grapes  and  a ceiling  was  placed,  and 
the  wineries  came  around  and  offered  him  more  money,  he  would 
be  subject  to  a penalty  if  he  took  the  larger  amount.  That  would 
be  my  understanding  of  it. 

Mr.  Sanderson.  Now  you  have  gotten  down  to  where  they  are 
talking  about  juice  grapes.  Just  w'hat  we  were  talking  about  makes 

quite  a difference.  ...  . . 

Mr.  Mattice.  Well,  the  heading  in  that  section  is  “Wine  grape 

program.” 

W.  D.  Sanderson.  How  can  we  relate  a ceiling  price  on  wine  grapes  to  a wine 
program  of  that  sort — and  we  would  like  to  have  your  advice  as  to  its  division 
by  areas  and  varieties. 

And  then  the  question  was  asked:  “How'  soon  do  you  expect  to 
put  this  ceiling  on?” 

So  the  subject  under  discussion  was  wine  grapes. 

Mr.  Sanderson.  Ceilings. 
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Mr.  Mattice.  Wine  grape  program,  it  is  labeled  there. 

I am  wondering  if  those  assembled  there  wouldn’t  have  gotten  the 
idea  that  they  might  be  put  in  jail  if  they  sold  to  a vintner  if  they  were 
in,  or  found  them  placed  in  the  other  category,  of  having  to  carry  out 
the  table  CTape  program,  or  a grape  drying  program.  I suppose 
what  they  had  in  mind  was  these  raisin  grape  growers. 

I Mr.  Sanderson.  No;  they  were  definitely  talking  there  about  a 

ceiling  on  wine  grapes.  If  they  sold  over  the  ceiling  price,  they  would 
be  subject  to  penalty  for  violation  of  the  ceiling. 

Now,  at  the  time  of  that  meeting  the  imposition  of  a ceiling  on 

' wine  grapes  w'as  under  discussion,  as  to  whether  it  was  practical  or  not. 

Subsequent  to  the  conclusion  of  the  meeting  it  was  impossible  to 
establish  ceilings.  It  required  the  concurrence  of  the  W.  F.  A.  and 
that  concurrence  was  never  given.  So  no  such  ceiling  could  be  placed. 

The  obvious  answer  w'as  that  any  grower,  or  any  other  seller,  who 
sells  in  excess  of  a ceiling  price  is,  of  course,  subject  to  the  penalties. 
The  ceiling  on  grapes  for  crushing  into  wine  was  never  placed.  The 
ceiling  on  table  grapes  was  placed. 

Air.  AIattice.  Never  at  any  time  was  a ceiling  put  on  the  vrine 
grapes? 

Air.  Sanderson.  That  is  right.  There  is  a difference  between  the 
two,  you  see,  wine  grapes  and  grapes  for  crushing  into  wine.  Grapes 
can  be  used  in  three  different  ways. 

Air.  AIattice.  Now,  with  danger  of  repetition,  I w'ant  to  ask  again 
so  as  to  be  sure  we  understand  it. 

The  ceiling  that  was  placed  on  wine,  that  is,  on  the  finished  product, 
that  goes  to  the  consuming  public,  that  ceiling,  it  was  thought  at  the 
time  you  were  considering  these  matters,  would  control  the  price  of 
the  grapes  from  the  grower  to  the  vintner? 

Air.  Sanderson.  It  would  have  some  effect  in  controlling. 

Air.  AIattice.  You  thought  that  that  would  manage  the  control  that 
would  be  necessary  and  it  w^ould  not  be  necessary,  therefore,  to  put  a 
ceiling  price  on  the  grapes  themselves.  At  least  that  was  the  thought, 

* wasn’t  it,  at  the  time? 

Mr.  Sanderson.  That  was  the  action  taken. 

Air.  AIattice.  Well,  that  w’as  the  discussion  at  that  meeting.  It 
was  said  that  it  was  thought  by  O.  P.  A.  that  the  placing  of  a ceiling 

• price  on  the  finished  product  wmuld  take  care  of  the  situation  with 
respect  to  the  grapes  from  the  vineyards. 

Air.  Sanderson.  That  is  too  broad  a statement  for  me  to  say  “Yes” 
to,  but  subject  to  qualification  that  it  wmiild  have  some  effectual  con- 
trol, it  womd  partially  control,  that  was  the  opinion;  yes,  sir. 

Air.  AIattice.  Now,  to  review,  and  perhaps  it  is  repetition,  but 
I tbink  the  chairman  was  not  present  yesterday  when  we  were  dis- 
cussing this  subject,  the  question  was  asked  previous  to  the  hearing 
at  which  you  first  attended  how  these  California  vintners  could  pay 
$77  a ton  for  grapes  in  view  of  the  wine  ceilings,  and  you  explained  to  us 
yesterday  that  those  who  had  established  brands,  and  were  permitted 
under  the  O.  P.  A.  pricing  schedule  to  charge  up  to  the  price  at  which 
their  brands  were  selling  in  March  1942  could  afford  to  pay  that  much. 

Am  I correct  in  that? 

Mr.  Sanderson.  Yes.  That  follows  very  largely  what  I said  this 
morning.  The  difference  between  $30  and  $120  in  the  dessert  wine 
price  comes  to  approximately  $2.70  per  case  of  fifths.  Consequently, 
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a very  wide  difference  in  the  seller’s  ceiling  price  would  permit  a 
very  considerable  additional  payment  for  the  grapes. 

Mr.  Mattice.  Only  those  who  had  those  prices  as  of  March  1942 
could  possibly  pay  that  much  for  grapes  and  come  out  on  it. 

Mr.  Sanderson.  It  is  a fact,  as  I said  yesterday,  that  no  one  who 
paid  the  high  price  for  grapes  and  attempted  to  sell  the  current  wine 
at  the  price  shown  in  here,  could  pay  greatly  in  excess  of  $30.30, 
because  our  pricing  is  based  on  that.  It  contains  a margin.  By 
absorbing  all  the  margin  they  could  break  even  and  pay  a little  more 
than  $30.30.  They  could  not  pay  the  top  prices  that  have  been 
named  in  this  testimony. 

Mr.  Mattice.  Now,  we  are  understanding,  of  course,  that  your 
section  did  not  have  to  do  with  it.  Why  do  you  suppose  that  press 
release  which  was  put  out  by  O.P.A.  on  September  1 or  2,  1943, 
warning  vintners  in  California  not  to  pay  more  than  $30.30  a ton 
did  not  specify  that  it  applied  to  vintners  other  than  these  who  had 
these  prices  based  on  March  1942? 

Mr.  Sanderson.  The  press  release,  of  course,  didn’t  contain  that 
warning  in  those  words. 

Mr.  AIattice.  It  was  just  a general  warning  to  all  vintners — • 

wasn’t  it?  , ... 

Mr.  Sanderson.  It  was  a warning  to  vintners  reading  this  way: 

A flat  price  to  be  established  for  bulk  and  package  wines  will  be  based  on 
a $30.30  average  return  to  the  grower. 

Those  were  the  words  used.  That  in  no  way,  can  I see,  is  a state- 
ment to  anyone,  vintner  or  anyone  else,  that  a ceiling  of  $30.30  existed 
on  grapes,  or  that  it  was  either  wrong  or  criminal  to  pay  a different 
figm’e.  It  was  warning  them  that  when  it  came  to  figuring  on  the 
wine  prices,  the  wine  prices  would  be  based  on  that  figure,  and  ob- 
viously anyone  who  wanted  to  pay  more  would  have  to  find  a way 
to  absorb  it. 

Air.  AIattice.  All  right,  sir. 

I believe.  Air.  Chairman,  that  is  all  I have  at  the  moment. 

The  Chairman.  Let  us  clean  up  one  little  thing  here,  Mr.  Witness. 

In  the  New  York  Herald  Tribune  of  today,  Januaiy  20,  page  16, 
in  big  headlines,  there  appears  “Inquiry  Hints  Distilleries  Pay  O.  P.  A. 

Officials.”  1 • . 

Now,  I think  I was  the  one  that  examined  you  on  that  subject 

yesterday,  wasn’t  I or,  the  day  before? 

Air.  Sanderson.  Yes. 

The  Chairman.  And  you  assured  me  that  none  of  your  staff  were 
dollar-a-year  men;  is  that  right? 

Air.  Sanderson.  That  is  correct. 

The  Chairman.  You  said  that  two  of  them,  Mr.  Brownlee  and 

somebody  else 

Mr.  Sanderson.  Air.  Budde. 

The  Chairman.  Air.  Budde,  that  is  right,  were  formerly  with  dis- 
tilling outfits.  Who  was  Brownlee  with? 

Mr.  Sanderson.  Mr.  Brownlee  was  president  of  the  Frankfort  Dis- 
tilling Co.  Air.  Budde  was  formerly  treasuriT  of  T.  W.  Samuels  & Co. 

The  Chairman.  Is  the  Frankfort  Distilling  Co.  a subsidiary  of  any 
one  of  the  four  big  distillers? 
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Mr.  Sanderson.  Since  Mr.  Brownlee’s  connection  wdth  O.  P.  A. 
and  his  severance  of  relations  with  the  Frankfort  Co.,  the  Frankfort 
Co.  has  been  purchased  by  Seagram  distillers. 

The  Chairman.  Did  he  assist  in  that  sale?  Is  he  here  today? 

Mr.  Sanderson.  He  is  not  here  today. 

The  Chairman.  He  is  the  one  that  engineered  the  sale,  isn’t  he? 

1 Air.  S.anderson.  If  you  will  accept  hearsay  evidence,  from  my  per- 

sonal acquaintance  he  had  nothing  whatbver  to  do  with  it. 

The  Chairman.  With  the  sale? 

Mr.  Sanderson.  That  is  right. 

' The  Chairman.  To  the  large  distiller?. 

Mr.  S.anderson.  Yes.  I make  that  subject  to  his  confirmation 
when  he  is  here. 

The  Chairman.  Now,  Air.  Budde,  he  was  with  that  concern, 
Brown-Forman,  is  that  it? 

Air.  S.anderson.  Originally  with  Brown-Forman;  later  with 
T.  W.  Samuels. 

The  Chairman.  Is  either  one  of  them  sudsiduaries  of  any  of  the 
four  big  distillers? 

Mr.  S.anderson.  No,  sir. 

The  Chairman.  Neither  one  of  them? 

Mr.  Sanderson.  No,  sir. 

The  Chairman.  Is  Brown-Forman  a large  distilling  company? 

Air.  Sanderson.  It  is  one  of  the  large,  medium  large  independ- 
ent distillers. 

The  Chairman.  Hoav  did  you  happen  to  call  for  Air.  Budde  in  your 
department?  Put  him  to  work,  I mean. 

Air.  Sanderson.  Oh,  the  search  for  men  of  experience  in  the  indus- 
tries leads  us  to  every  possible  source.  Air.  Budde,  having  left  the 
distilling  business  by  the  fact  that  Samuels  Co.  had  sold  out,  was 
available,  and  having  no  connection  with  the  industry,  and  yet  having 
had  this  extensive  experience,  he  was  an  ideal  man  for  our  work. 

'The  Chairman.  Wnat  was  his  work  wdth  the  distilling  company? 

* Mr.  Sanderson.  Thelastconnectionhewas,  I believe,  treasurer  and 
general  sales  manager.  He  has  had  extensive  experience  throughout 
the  industry. 

The  Chairman.  But  you  are  quite  positive  that  none  of  your  staff 

• are  also  on  the  pay  roll  of  any  distilling  company,  is  that  right? 

Mr.  Sanderson.  That  is  right. 

The  Chairman.  The  reason  I ask  that  is  because  there  are  some 
other  departments  in  O.  P.  A.  and  W.  B.  P.  where  that  condition  pre- 
vails. You  know  that,  don’t  you? 

Air.  Sanderson.  Dollar  men? 

The  Chairman.  Yes. 

Mr.  Sanderson.  Alight  be. 

The  Chairman.  Drawing  their  original  salaiy,  as  high  as  $50,000 
a year,  and  working  down  here  for  the  Government  at  a dollar  a year, 
and  you  can  draw  your  own  inference  where  his  interest  is.  I am  not 
going  to  make  any  comment. 

Mr.  Sanderson.  We  have  no  such  condition. 

The  Chairman.  You  have  no  such  condition  in  your  set-up? 

Mr.  Sanderson.  No,  sir. 

The  Chairman.  I wanted  to  clear  that  up  for  the  record. 

All  right.  Call  your  next  witness.  Air.  AIattice. 

Mr.  Mattice.  Air.  Epstein. 
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TESTIMONY  OF  HAROLD  EPSTEIN,  CHIEF  OF  THE  AGRICULTURAL 

COMMODITIES  BRANCH,  FOOD  ENFORCEMENT  DIVISION,  OFnCE 

OF  PRICE  ADMINISTRATION 

(Witness  duly  sworn.) 

Mr.  Mattice.  You  may  give  your  name,  Mr.  Epstein. 

Mr.  Epstein.  Harold  Epstein. 

Mr.  Mattice.  Are  you  connected  with  one  of  the  government 
agencies  in  some  capacity? 

Mr.  Epstein.  I am.  I am  employed  hy  the  Office  of  Price  Admin- 
istration. 

Mr.  Mattice.  And  what  is  your  position  there? 

Mr.  Epstein.  I am  the  chief  of  the  Agricultural  Commodities 
Branch,  Food  Enforcement  Division. 

Mr.  Mattice.  How  long  have  you  held  that  position? 

Mr.  Epstein.  Since  April  1943. 

Mr.  Mattice.  And  prior  to  that  time  were  you  with  the  agency, 
or  did  your  service  begin  then? 

Mr.  Epstein.  No;  my  services  began  with  the  Office  of  Price 
Administration  on  the  5th  of  October  1942. 

Mr.  Mattice.  And  m what  capacity  did  you  serve  between  October 
and  last  spring? 

Mr.  Epstein.  I was  employed  as  an  enforcement  attorney  in  the 
national  office  of  the  Office  of  Price  Administration. 

Mr.  Mattice.  Here  in  Washington? 

Mr.  Epstein.  That  is  correct. 

Mr.  Mattice.  I take  it  then  that  you  are  an  attorney  by  profession? 

Mr.  Epstein.  I am. 

Mr.  Mattice.  How  long  have  you  been  in  the  law  business? 

Mr.  Epstein.  I was  admitted  to  the  bar  in  the  State  of  California 
in  1937.  I engaged  in  the  private  practice  of  law  continuously  from 
that  time  up  untUl  October  of  1942,  at  which  time  I entered  Govern- 
ment service. 

Mr.  Mattice.  Came  to  the  office  of  Price  Administration? 

Mr.  Epstein.  That  is  correct. 

Mr.  Mattice.  Then  I judge  you  have  had  something  to  do  with 
the  enforcement  side  of  the  activities  of  the  Office  of  Price  Adminis- 
tration?? 

Mr.  Epstein.  That  is  correct.  With  respect  to  certain  commodities. 

Mr.  Mattice.  Give  us  a picture  of  how  that  is  set  up,  whether  it  is 
all  handled  in  Washington,  or  whether  you  have  districts  or  divisions 
or  regions,  and  how  is  that  done? 

Mr.  Epstein.  The  continental  United  States  is  divided  into  eight 
regions  for  our  purpose.  We  have  regional  offices  in  the  following 
cities:  Boston,  New  York,  Cleveland,  Atlanta,  Dallas,  Chicago 

Denver  and  San  Francisco.  Within  those  eight  regions  we  also  have 
district  offices  of  which  there  are  approximat(dy  100. 

The  enforcement  activity  to  a large  extent  is  decentralized  to  the 
regional  and  district  offices,  in  order  to  facilitate  the  handling  of  the 
volume  of  enforcement  activity  which  the  agency  engages  in.  In 
the  national  office  the  enforcement  department  is  organized  along  cer- 
tain commodity  lines,  the  various  divisions  being  assigned  to  particular 
commodities.  The  divisions  in  turn  are  broken  down  into  certain 
branches,  again  along  commodity  lines.  We  also  have  a division 
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which  is  in  charge  of  litigation  as  such.  That  Division  is  denominated 
the  Litigation  Division. 

Mr.  Mattice.  Does  that  have  to  do  only  with  such  matters  or  does 
that  deal  with  both? 

Mr.  Epstein,  It  deals  with  both.  The  actual  handling  and  prose- 
cution of  criminal  matters  is  handled  by  the  Department  of  Justice. 

Mr.  Mattice.  Yes.  ...  . . 

Mr.  Epstein.  The  Office  of  Price  Administration  does  the  investi- 
gatory work  and  the  preparation  of  the  case  and  then  transmits  the 
case  to  the  United  States  attorney. 

Mr.  Mattice.  In  short,  if  you  discover  a violation  you  (mn’t  prose- 
cute it  yourself,  and  you  have  to  turn  it  over  to  the  United  States 
attorney  of  the  district  in  which  the  thing  occurs? 

Mr.  Epstein.  That  is  true  with  respect  to  criminal  prosecutions. 

Mr.  M.A.TTICE.  I mean  as  to  criminal  prosecutions. 

Mr.  Epstein.  That  is  right.  As  to  civil  matters,  the  O.  P.  A.  at- 
torneys themselves  represent  the  Price  Administrator,  who  is  plaintiff 
in  those  actions. 

Mr.  M.^^TTICE.  Now,  has  the  volume  of  that  sort  of  thing  been  large, 
extremely  large,  or  otherwise? 

Mr.  Epstein.  What  do  you  mean  by  that,  sir? 

Mr.  M.\ttice.  \Miether  you  have  had  a great  deal  or  not. 

Mr.  Epstein.  Of  litigation? 

Mr.  Mattice.  Yes,  or  violations,  and  reported  violations. 

Mr.  Epstein.  Yes,  there  have  been  a great  deal  of  both. 

Mr.  Mattice.  And  with  respect  to  the  force  that  the  Price  Admin- 
istrator has  for  the  purpose  of  hajidling  those  matters,  in  relation  to 
the  volume  of  the  matters? 

Mr.  Epstein.  That  has  been  one  of  our  greatest  difficulties. 

Mr.  Mattice.  What  was  difficult  about  it,  that  you  are  under- 
staffed or  overstaffed,  or  what? 

Mr.  Epstein.  That  is  the  point  that  I want  to  make. 

Mr.  Mattice.  Yes. 

Mr.  Epstein.  We  have  a provision  in  our  budget  for  approximately 
2,800  positions  for  investigators.  At  no  time  are  all  of  those  posi- 
' tions  filled.  There  is  a certain  amount  of  turn-over.  So  that  at  any 
given  time  our  investigating  staff  may  number  somewhere  between 
2,600  and  2,700.  That  staff  is  called  upon  to  investigate  charges  of 
violations  of  all  O.  P.  A.  regulations  with  respect  to  all  commodities, 
all  commodities  under  price  control,  all  rationing  violations  or  com- 
modities under  rationing,  and  rent  violations. 

That  number,  I might  point  out,  amounts  to  considerably  less 
than  an  average  of  one  investigator  per  county  throughout  the  United 
States,  for  all  of  the  numerous  commodities  under  price  control  and 
rationing.  It  is  an  inadequate  staff  and  in  many  instances  it  becomes 
necessary  to  place  our  investigators  on  certain  commodities  for  a 
period  of  time  and  then  pull  them  off  and  put  them  on  other  commodi- 
ties 

Mr.  Mattice.  In  other  words,  you  conduct  campaigns  in  different 
fields  as  the  need  arises? 

Mr.  Epstein.  That  is  correct. 

Mr.  Mattice.  Lately  have  you  done  some  work  along  that  line  in 
the  field  of  alcoholic  beverages? 
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Mr.  Epstein.  We  have  done  a considerable  amount  of  enforce- 
ment activity  with  respect  to  distilled  spirits,  wine,  and  malt  beverages. 
The  manpower  difficulty  there  has  been  most  acute  because  it  necessi- 
tates the  withdrawing  of  investigators  from  their  work  on  the  strictly 
cost-of-living  commodities,  such  as  meat  and  butter  and  eggs  and 
poultry,  and  putting  them  to  work  on  liquors  and  wines. 

Mr.  JIIattice.  Have  you  been  doing  more  than  the  usual  amount 
of  work  on  the  liquor  side  of  it  lately? 

Mr.  Epstein.  We  have  done  more  during  the  past  4 months  than 
we  have  before. 

Mr.  Mattice.  What  did  you  find,  generally  speaking? 

Mr.  Epstein.  We  found  a substantial  amount  of  violations  of 
various  characters  among  persons  engaged  on  the  industry  at  all  levels 
of  distribution  and  production. 

Mr.  Mattice.  Now,  let  me  inject  right  there,  you  had  some  idea 
that  those  violations  existed  even  before  this  recent  examination  into 
the  subject,  did  you  not? 

Mr.  Epstein.  That  is  correct. 

Mr.  Mattice.  But  at  that  time,  I judge  from  what  you  say,  most 
of  your  pemonnel  was  engaged  on  other  aspects  of  the  Price  Adminis- 
tration activities? 

Mr.  Epstein.  Well,  of  course,  they  still  are.  That  is  still  true.  In 
other  words,  the  instruction  which  we  give  to  our  people  in  the  field 
is  that  they  are  to  utilize  available  manpower,  if  it  is  available,  or  if  it 
can  be  spared  from  the  other  and  more  vital  commodities,  for  the 
investigation  of  liquor,  beer,  and  wine  violations.  To  do  a thorough 
job  on  liquor,  beer,  and  wune  we  would  have  to  have  a considerably 
larger  staff  assigned  solely  to  that  work. 

Mr.  M.attice.  What  have  you  done  in  conducting  the  work,  say 
in  the  last  4 months,  whether  you  have  concentrated  on  one  area  or 
territory,  or  was  it  widespread  over  the  country? 

Mr.  Epstein.  Wliy,  it  has  been  fairly  widespread  tlu-oughout  the 
country.  In  some  areas  more  has  been  done  than  in  others.  Early 
in  May  we  commenced  an  investigation  of  the  large  distilleries,  which 
consumed  a period  of  several  months.  We  investigated  the  whole- 
salere,  retailers,  breweries,  and  as  a result  of  our  investigations  we 
brought  in  the  vicinity  of  800  legal  proceedings,  or  the  settlement  of 
legal  proceedings  without  the  necessity  of  bringing  formal  legal 
action.  We  now  have  pending  treble  damage  actions  which  aggre- 
gate in  the  vicinity  of  $25,000,000,  involving  over-charges  in  the  sale 
of  distilled  spirits.  Those  actions  will  prociied  to  trial  in  due  course. 

Mr.  M.\ttice.  Now,  going  back  to  what  you  first  said  with  respect 
to  the  types  of  investigation,  you  mentioned  distillers.  What  did 
you  consider  there  was  to  investigate  about  the  distillers,  what  was  the 
thought? 

Senator  Wherry.  May  I ask  a question  right  there  before  he  an- 
swers that?  Does  O.  P.  A.  try  lawsuits? 

Mr.  Epstein.  We  try  the  civil  actions.  ^V^e  do  not  try  the  criminal 
cases.  Those  are  tried  by  the  United  States  attorney  in  the  Depart- 
ment of  Justice.  We  try  the  civil  suits  ivitli  our  own  legal  staff. 

Senator  Wherry.  And  that  $25,000,000  you  estimated  repre- 
sented the  actions  vou  have  now  filed? 

Mr.  Epstein.  Civil  actions  involving  alleged  overcharges  in  the 
sale  of  distilled  spirits. 
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Senator  Wherry.  It  is  not  against  one  distiller? 

Mr.  Epstein.  No,  sir. 

Senator  Wherry.  How  many  actions  are  there? 

Mr.  Epstein.  It  involves  probably  18  to  20  actions,  or  there- 
abouts. There  will  be  more  coming,  I anticipate. 

Senator  Wherry.  How  much  of  a legal  staff  do  you  have? 

Mr.  Epstein.  I don’t  have  the  exact  figures  here  on  our  legal  staff. 
It  is  not  a very  large  staff  and  they  have  a lot  of  territory  to  cover. 
Most  of  them  are  grossly  overworked  and  are  trying  to  do  a hercu- 
lean job,  working  very  hard,  to  cover  the  various  commodities  under 

* their  charge.  • j o 

Senator  Wherry.  Have  any  actions  been  termmated  yet.^ 

Mr.  Epstein.  With  respect  to  liquor? 

Senator  Wherry.  Yes. 

Mr.  Epstein.  Yes.  _ 

Senator  Wherry.  Have  you  made  any  recoveries? 

Mr.  Epstein.  Yes,  we  have. 

Senator  Wherry.  How  much  in  dollars? 

Mr.  Epstein.  Upward  of  half  a million  dollars. 

Senator  Wherry.  Were  those  against  large  distillers? 

Mr.  Epstein.  No.  So  far  the  actions  which  we  have  pending 
against  the  large  distillers  have  not  terminated.  They  are  still  in 

process.  , 

Senator  Wherry.  What  were  they,  overcharges  that  you  made 

your  recovery  on?  . 

Mr.  Epstein.  That  is  correct.  We  have  one  suit  pendmg  down 
in  Louisville,  Ky.,  which  will  proceed  to  trial  in  the  very  near  future 
involving  vory  close  to  $7,000,000,  in  connection  with  the  sale  of 

whisky  over  the  ceiling  price.  . 

Senator  Wherry.  For  how  long  a time  have  those  suits  been 
brought?  Is  that  just  a late  thing,  since  this  committee  started,  since 

we  started  this  investigation? 

Mr.  Epstein.  No;  this  has  been  going  on  for  a long  tune. 

f.  Senator  Wherry.  How  long?  . -r,  , 

Mr.  Epstein.  The  suit  that  I last  mentioned  was  filed  in  February 
of  1943.  Several  of  the  other  large  suits  were  filed  in  November  of 
1943  and  the  very  early  part  of  December,  all  pursuant  to  a lon^ 
t range  enforcement  program,  which  as  I mentioned,  was  instituted 

back  in  May.  , , v j -xu 

Senator  Wherry.  You  say  you  are  greatly  handicapped  with 

regard  to  personnel? 

Afi*  Epstein  cs  sir. 

Senator  Wherry.  How  many  people  do  you  have  working  for 
O.  P.  A.? 

Mr.  Epstein.  Well,  I don’t  know  what  the  total  personnel  of  O.  P.  A. 
is."  I mentioned  that  there  were  approximately  2,800  investigators 

provided  for  by  our  budget.  , • o 

Senator  Wherry.  That  is  for  food  and  everything? 

Mr.  Epstein.  All  commodities— food,  clothing,  gasoline,  fuel  oil, 
industrial  materials,  rationed  commodities,  and  rent.  In  other 
words,  all  of  the  commodities  within  the  charge  of  O.  P.  A.  .price-wise, 
rationing-wise,  and  also  the  rent  matters,  have  to  be  investigated  by 
the  2,700  or  2,800  investigators.  I mentioned  before  that  our  budget 
calls  for  2,800  investigators,  but  that  due  to  a certain  turn-over  m 
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personnel,  at  any  one  time  we  may  have  as  low  as  2,700,  or  some- 
thing between  2,600  and  2,700. 

Senator  Wherry.  Do  they  all  work  out  of  Washington? 

\ir.  Epstein.  No.  That  is  all  decentralized.  They  work  through 
our  district  and  regional  offices. 

Senator  W herry.  Then  you  have  other  employees  under  their 
direction  and  supervision?  » 

Mr.  Epstein.  Well,  we  have  other  employees  over  them.  The 
investigators  operate  under  the  supervision  of  attorneys  and  we  have 
attorneys  in  our  regional  and  in  the  district  offices.  The  attorneys 
direct  and  supervise  the  work  of  the  investigators,  review  the  inf  or-  * 

mation  which  the  investigators  collect,  to  determine  whether  or  not 
there  is  valid  evidence  and  sufficent  evidence  to  predicate  legal  action. 

Senator  Wherry.  Are  any  of  these  2,700  attorneys? 

Mr.  Epstein.  There  may  be  some. 

Senator  Wherry.  All  of  O.  P.  A.  has  about  that  many  attorneys, 
doesn’t  it? 

Mr.  Epstein.  I have  no  information  as  to  the  number  of  attorneys 
in  the  employ  of  O.  P.  A. 

Senator  W^herry.  Is  there  any  shortage  of  attorneys  to  prosecute 
these  cases?  In  the  Budget  Bureau  I think  the  testimony  was  that 
the  O.  P.  A.  had  between  2,700  and  2,800  attorneys  on  their  pay  roll. 

Mr.  Epstein.  Well,  I might  say  this,  that  all  of  those  attorneys 
are  not  in  the  enforcement  department.  That  is,  whatever  the  num- 
ber of  attorneys  is,  they  are  spread  over  oth(;r  departments  in  O.  P.  A. 

There  are  attorneys  in  the  price  department,  who  participate  in  the 
writing  of  the  regulations,  act  as  counsel  to  the  price  officers  with 
respect  to  price  actions.  The  same  is  true  hi  the  rent  department  and 
in  the  rationing  department,  both  in  the  national  office  and  in  the  field. 

So  that  whatever  the  total  number  of  attorneys  in  the  employ  of 
O.  P.  A.  is,  only  a percentage  of  those  attorheys  are  available  for  the 
prosecution  of  these  cases  in  court. 

Senator  Wherry.  Then  your  testimony  is  that  you  do  not  have 
enough  attorneys  and  you  do  not  have  enough  investigators  to  prop-  i 

erly  enforce  the  price  regulations  established  on  whisky  and  distilled 
alcoholic  spirits,  and  so  forth,  is  that  right? 

Mr.  Epstein.  Yes.  I say  that  in  order  to  do  a thorough  job  on 
liquor,  beer,  and  wine  we  would  have  to  have  an  additional  staff  to  » 

assign  to  that  work.  As  it  now  stands  we  pretty  much  have  to  pull 

{leople  away  from  other  commodities  in  order  to  put  them  to  work  on 
iquor,  although  I might  add  that  we  have  engaged  in  a considerable 
amount  of  enforcement  activity,  as  I mentioned  to  you,  with  the  staff 
that  we  do  have  perhaps  in  some  instances  at  the  expense  of  some 
other  commodities. 

We  have  tried  to  do  as  much  as  we  can  on  liquor,  beer,  and  wine 
wath  the  staff  we  have. 

Senator  Wherry.  Do  you  work  in  conjunction  with  the  Depart- 
ment of  Justice? 

Mr.  Epstein.  Yes. 

Senator  Wherry.  Wlien  you  make  an  investigation  and  you  un- 
cover a civil  violation  and  there  are  criminal  violations  as  well,  what 
do  you  do  then? 

Mr.  Epstein.  Well,  in  some  instances  we  may  choose  between 
bringing  a criminal  action  or  civil  action.  In  some  instances  we 
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may  bring  both.  That  is,  we  may  refer  the  criminal  action  to  the 
Department  of  Justice  and  the  United  States  attorney  institute 
a civil  action  on  our  own  account.  In  those  cases  we  usually  discHSS 
the  matter  fii-st  vdth  the  United  States  attorney  to  find  out  whether 
he  has  any  objection  to  a duplicate  proceeding  being  brought.  Some 
United  States  attorneys  have  some  reservations  along  that  line. 

• Senator  Ferguson.  You  mean  the  local  United  States  attorney  in 
the  district  in  which  the  crime  has  been  committed? 

Mr.  Epstein.  Yes.  -n  t.  • 

Senator  Ferguson.  Who  decides  whether  or  not  you  will  brmg 

* a criminal  action? 

Mr.  Epstein.  That  is  decided  initially  by  our  enforcement  attor- 
neys in  the  district  office  with  the  approval  of  the  enforcement  attor- 
neys in  the  regional  office.  The  matters  are  then  sent  into  Washing- 
ton for  post-audit  but  the  decision  is  originally  made  m the  field, 
and  the  case  is  transmitted  to  the  United  States  attorney,  and  if  he 
feels  that  it  is  a proper  case  for  criminal  prosecution,  that  the  evidence 
is  available,  a criminal  prosecution  will  follow. 

Senator  Ferguson.  Do  I understand  then  that  the  attorneys 
decide  whether  or  not  there  has  been  a crime  rather  than  the  statute? 

Mr.  Epstein.  Well,  the  attorneys  have  to  interpret  and  apply  the 
statute.  Actually  they  don’t  determine  that  a crime  has  been  com- 
mitted. , . , • 1 u 

Senator  Ferguson.  Let  us  say  the  fact  is  that  a crime  has  been 

committed.  The  attorney  has  the  discretion  whether  or  not  he  pros- 
cutes. You  used  the  word  “choose.” 

Mr.  Epstein.  I am  not  sure.  Senator  Ferguson,  that  1 under- 
stand your  question.  Would  you  restate  it,  please? 

Senator  Ferguson.  Well,  do  you  have  a choice,  where  the  facts 
are  clear  that  a crime  has  been  committed,  as  to  whether  you  will  or 

will  not  prosecute?  . 

Mr.  Epstein.  Where  the  facts  are  clear  that  a c^e  has  been  com- 
mitted ordinarily,  criminal  prosecution  will  be  instituted. 

* Senator  Ferguson.  Well — “ordinarily.”  That  is  a wide  gap. 

That  lets  the  prosecuting  attorney  say,  “I  will  prosecute  one  man 
but  on  the  same  set  of  facts  I won’t  prosecute  another.”  Is  that  the 
way  it  is  run,  would  you  say?  _ 

f Mr.  Epstein.  That  occurs  to  a certain  extent,  I believe,  of  neces- 

sity. You  have  human  factors  operating.  You  have  questions  of 

judgment  involved.  . . . j -j 

Senator  Ferguson.  You  don’t  submit  it  to  a grand  jury  to  decide 
whether  or  not  there  is  a crime.  You  have  a prosecutor  determme 

that?  , . , 1 • 1,  i. 

Mr.  Epstein.  Some  cases  are  submitted  to  the  grand  jury,  but 

not  aU.  . 111. 

Senator  Ferguson.  Well,  then,  the  distiict  attorney  chooses  what 

cases  he  wants  to  take  to  the  grand  jury  and  what  ones  he  doesn’t 

want  to  take  to  the  grand  juiy?  ^ * rm 

Mr.  Epstein.  In  conjunction  with  the  O.  P.  A.  attorney,  ihey 

do  not  make  that  initial  decision. 

Senator  Ferguson.  Now,  is  the  finding,  or  the  other  penalties, 

on  the  same  basis?  . ' , , i 

Mr.  Epstein.  The  selection  of  the  sanctions,  that  is,  whether  the 

proceedings  will  be  a civil  proceeding  or  a criminal  proceeding,  or  a 
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combination,  is  originally  made  by  our  attorneys  in  the  district  office, 
in  conjunction,  in  some  instances,  with  the  United  States  attorney, 
where  it  appeals  that  there  may  be  a proper  basis  for  criminal  prose- 
cution. _ V 1 

Senator  Ferguson.  But  on  the  other  basis,  on  the  findmg  and 

penalties,  who  decides  that? 

Mr.  Epstein.  Well  now,  do  you  mean  who  decides  whether  or  not 
an  action  should  be  brought? 

Senator  Ferguson.  Yes,  whether  or  not  he  is  to  be  fined,  or 
whether  or  not  there  is  to  be  a penalty? 

Mr.  Epstein.  Of  course,  we  don’t  impose  fines  or  penalties.  We 
may  determine  to  bring  an  action,  in  which  the  court  can  adjudicate 
that  the  defendant  has  violated  O.  P.  A.  regulations. 

Senator  Ferguson.  Take  the  case  where  $200,000  was  paid. 
What  was  that? 

Mr.  Epstein.  That  was  a settlement  out  of  court. 

Senator  Ferguson.  Now,  someone  had  to  decide  that  you  were 
not  going  to  make  a court  case  out  of  that. 

Mr.  Epstein.  That  is  correct. 

Senator  Ferguson.  There  was  a settlement  of  $200,000.  ^me- 
one  had  the  discretion  to  say,  “We  will  neither  make  that  a criminal 
action  nor  a fine  nor  a penalty.” 

Mr.  Epstein.  That  is  correct. 

Senator  Ferguson.  In  other  words,  it  boils  down  to  the  proposition 
that  this  criminal  law  is  a question  of  enforcement  by  men  and  not  by 
law,  it  is  a government  of  men  and  not  of  laws  as  far  as  this  criminal 
law  is  concerned. 

Mr.  Epstein.  Well,  to  a certain  extent  that  is  true,  and  I don’t  see 
how  you  can  possibly  avoid  that.  You  have  such  factors  involved  as 
human  judgment. 

Senator  Ferguson.  Couldn’t  you  take  a case  like  that,  don’t  you 
think,  where  a man  admits  $200,000  that  that  is  a case  to  be  sub- 
mitted to  the  grand  jury  to  ascertain  what  should  or  should  not  be 
done  under  the  criminal  law? 

Mr.  Epstein.  I don’t  know  as  there  was  an  admission. 

Senator  Ferguson.  Do  you  say  a man  who  paid  $200,000  does 
not  admit  that  he  did  anything  wTong? 

Mr.  Epstein.  There  certainly  is  by  implication  an  admission,  but 
when  a person  disposes  of  a cause  of  action  out  of  court  I dob’t  know 
as  though  he  necessarily  admits  anything,  except  that  he  settled  his 
lawsuit,  or  that  he  settled  somebody’s  cause  of  action,  for  a certain 
sum  of  money. 

Senator  Ferguson.  Did  you  make  an  examination  of  that  case 
personally? 

Mr.  Epstein.  No. 

Senator  Ferguson.  Who  did? 

Mr.  Epstein.  The  investigation  was  conducted  by  our  district 
office  here  in  the  District  of  Columbia  in  conjunction  with  our  New 
York  regional  office. 

Senator  Ferguson.  And  how  much  did  you  find  that  he  owed; 
what  was  your  claim?  ... 

Mr.  Epstein.  The  claim  of  the  Office  of  Price  Administration  was 
in  the  vicinity  of  $75,000,  which  multiplied  by  3 ran  in  the  neighbor- 
hood of  $225,000.  Now,  had  we  brought  a treble-damage  suit  m 
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that  case  and  proved  our  case,  obtained 

obtained  judgment  for  something  m that  neighborhood,  $225,000. 

Senator  Ferguson.  Don’t  you  thind  the  public  would  be  better 
satisfied  if  they  had  an  open  adjudication  of  a case  like  that  rather  than 

a settlement,  as  you  made  it?  , .i.  i.  m T 

Mr.  Epstein.  Well,  I don’t  know  why  that  would  follow  i 

think  that  the  Government  would  have  been  put  to  considerable  time 
and  expense  in  winning  that  case,  and  perhaps  the  public  was  bene- 
fited by  not  being  required  to  make  that  expenditure  of  i^^ney. 
Senator  Ferguson.  What  liquor  violations  have  you  had  here  that 

you  got  criminal  actions  on? 

Mr.  Epstein.  Here  in  the  District?  r 

Senator  Ferguson.  No;  all  over  the  country,  as  far  as  liquor  and 

wine  are  concerned.  . 

Mr.  Epstein,  There  have  been  quite  a number. 

Senator  Ferguson.  Where  you  have  grand  jury  proceedings. 

Mr.  Epstein.  No;  most  of  them  proceed  by  mformation.  i^^re 
have  been  some  where  grand  jury  action  has  been  brought,  there 

have  been  some.  • j-  . i. 

Senator  Ferguson.  Have  there  been  any  indictments  by  grand 

jury? 

Mr.  Epstein.  Yes;  there  have  been  some. 

Senator  Ferguson.  Have  you  got  them?  Will  you  give  us  a 

^^^Mr  EpSein.  Well,  I can’t  pick  out  the  indictments  from  the 
records  I have  here.  I brought  with  me,  not  knowmg  in  advance 
exactly  what  the  committee  wanted,  a diary  in  which  I note  the  various 

actions  brought.  „ , . , , , i • 

Senator  Ferguson.  What  attorney  actually  decided  to  make  this 

settlement — was  it  Kronheim?  ....  , , u +i 

Mr.  Epstein.  Yes.  It  was  origmally  decided  by  the  district 

enforcement  attorney  in  the  District  of  Columbia  ofl^e,  m conjun^ion 
with  the  New  York  regional  office,  and  later  with  the  national  office. 
Senator  Ferguson.  Where  was  the  crime  committed,  if  one  was 

committed? 

Mr.  Epstein.  WeU,  there  was  no  charp  of  a crime. 

Senator  Ferguson.  What  was  the  violation  that  he  paid  $200,001) 

^*^Mr^  Epstein.  Well,  there  were  three  different  types  of  violation. 
One  type  of  violation  consisted  in  the  elimmation  of  quantity  discount. 
Another  type  of  violation  consisted  of  the  elunmation  of  credit 
discounts  or  cash  discounts.  The  third  t;^e  of  violation  consisted 
of  the  pricing  of  new  items,  that  is,  new  lines  as  to  him,  at  prices 
which  in  the  opinion  of  the  Price  Administration  Office  were  improper 

Senator  Ferguson.  Did  you  report  those  to  Mr.  Sanderson?  He 
told  us  about  these  new  brands,  ^en  you  get  a case  like  that,  do 

^^Mr^Ep^TEiN.  I don’t  know  whether  this  case  was  ever  specificaUy 
called  to  his  attention.  We  look  upon  a case  of  this  character  as  an 
enforcemint  matter.  We  call  to  the  attentmn  of  the  Beverage  Sec- 
tion difficulties  which  we  are  encountering  in  our  enforcement  work 
when  we  believe  that  the  difficulty  can  be  corrected  by  amendment  to 

regulation. 
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Senator  Ferguson.  Have  you  got  the  record  here  on  his  so-called 
overcharging  on  new  brands?  Will  you  let  us  have  that? 

Mr.  Epstein.  I can  give  you  the  report  on  the  case  which  I have 
with  me  today.  I might  say  that  this  was  a matter  of  pricing  of 
brands  which  as  to  him  were  new  lines  and  which  under  the  regula- 
tion as  it  then  existed  he  was  required  to  price  with  reference  to  the 
most  similar  brand  which  he  sold  during  March  of  1942. 

Senator  Ferguson.  Do  you  have  any  case  of  his  overcharging  on 
other  brands?  I mean,  of  violating  ceilings. 

Mr.  Epstein.  These  were  in  violation  of  ceilings.  There  was  also 
a question,  of  course,  of  what  was  the  ceiling,  but  it  was  our  position 
that  he  did  violate  the  ceiling. 

Senator  Ferguson.  Have  you  made  a check  recently  to  see 
whetlier  he  is  violating  other  ceilings  at  the  present  time? 

Mr.  Epstein.  I believe  there  has  not  been  a repeat  investigation 
on  that. 

Senator  Ferguson.  There  has  been  none? 

Mr.  Epstein.  So  far  as  I know  there  has  not  been. 

Senator  Ferguson.  I see. 

Mr.  Epstein.  Now,  do  you  want  the  brands  on  which  the  violations 
occurred? 

Senator  Ferguson.  Yes. 

Mr.  Epstein.  Kronheim  bonded  bourbon. 

Senator  Ferguson.  Give  us  the  facts  on  that. 

Mr.  Epstein.  Kronheim  bourbon  bond  was  a Kentucky  straight 
bourbon  whisky,  bottled  in  bond,  5 years  old,  100  proof.  Kronheim 
set  a price  for  that  commodity  of  $36.80,  including  the  November  1942 
tax.  The  brand  which  he  used  as  a basis  for  comparison  was  Old 
Grandad,  which  is  a Kentucky  straight  bourbon  whisky,  bottled  in 
bond,  at  100  proof. 

Senator  Ferguson.  Is  that  5 years  old? 

Mr.  Epstein.  Old  Grandad  was  4 years  old.  It  was  our  contention 
that  Old  Grandad  w*as  not  a proper  brand  for  use  in  pricing  by  simi- 
larity, that  it  was  not  a similar  brand,  and  that  Kronheim  bourbon 
bond  should  have  been  priced  with  reference  to,  I believe  Old  Crow, 
at  $23.40,  plus  the  November  tax  of  $4.80,  or  a maximum  price  of 
$28.40,  as  against  $36.80,  which  was  the  price  Mr.  Kronheim  selected. 

Senator  Ferguson.  All  right.  How  much  did  he  violate  the  law 
on  that  one? 

Mr.  Epstein.  Our  figures  show  $7,151.60. 

Senator  Ferguson.  How  did  you  find  out  how  much  he  sold  of  that? 

Mr.  Epstein.  By  auditing  his  books. 

Senator  Ferguson.  This  $75,000  was  an  audit  of  his  books,  that 
you  found? 

Mr.  Epstein.  That  is  correct. 

Senator  Ferguson.  How  much  overcharging  of  the  brands  did 
you  find? 

Mr.  Epstein.  Overcharging  of  the  brands  such  as  the  one  I men- 
tioned? 

Senator  Ferguson.  Yes. 

Mr.  Epstein.  Aggregating  $51,681.04,  according  to  this  report. 

Senator  Ferguson.  Who  decided  that  it  ought  to  be  on  the  basis 
of  Old  Crow? 
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Mr.  Epstein.  That  determination  was  made  in  conjunction  with 
the  commodity  specialist  in  the  national  office  who  examined  the 

pricing  method.  . . 

Senator  Ferguson.  Did  Mr.  Sanderson  do  that  pricing? 

Mr.  Epstein.  I believe  not.  The  actual  communication  w^ 
between  the  investigator  in  the  district  office  and  the  accountant  in 
the  district  office,  who  were  in  charge  of  the  case,  and  the  price  de- 
partment in  the  national  office,  so  I am  not  in  a position  to  state  who 
the  exact  person  was  in  the  price  department  who  assisted  the  investi- 
gator in  these  computations.  ... 

As  a matter  of  fact,  it  may  have  been  a combination  of  people 
there  to  attempt  to  get  the  best  judgment  of  what  the  proper  pricing 

should  be.  , , , 

Senator  Ferguson.  Then  you  would  say  the  reason  this  new 

brand  was  used  was  to  get  a higher  price? 

Mr.  Epstein.  That  is  right.  , • i • 

Senator  Ferguson.  Now,  have  you  any  idea  how  much  violation 
there  has  been  as  far  as  these  3.000  new  brands  are  concerned? 

Mr.  Epstein.  There  has  undoubtedly  been  a substantial  amount 
of  it.  I have  no  way  of  reducing  it  to  quantitative  or  qualitative 

"t/GITriS 

Senator  Ferguson.  How  many  new  brands  did  this  man  have? 

Mr.  Epstein.  Kroiilieim? 

Senator  Ferguson.  Yes. 

Mr.  Epstein.  Well . „ . 

Senator  Ferguson.  How  many  did  he  have  in  all  since  1942? 
jMr.  Epstein.  I can’t  say  that.  I can  tell  you  how  many  were 
involved  in  this. 

Senator  Ferguson.  How  many  were  involved  in  this.^ 

Mr.  Epstein.  Eight.  , , , ^ . j 

Senator  Ferguson.  Give  us  some  of  the  others,  i ake  a second 

Cfl-SG 

Mr.  Epstein.  I might  say  this,  that  some  of  these  brands  were  not 
new  brands  in  the  sense  that  they  were  brand-new  brands  on  the 
market.  They  were  new  brands  so  far  as  he  was  concerned. 

Senator  Ferguson.  Give  us  one  of  those  cases. 

Air.  Epstein.  Yes.  We  will  take  the  next  one  on  the  list,  which 
is  Dant’s  bourbon  bond.  Dant’s  bourbon  bond  is  a Kentucky 
straight  bourbon  whisky  bottled  in  bond,  5 years  old,  100  proof. ^ 
Senator  Ferguson.  According  to  the  new  prices  that  liquor 
would  be,  those  two  liquors  would  be  identical,  they  are  both  the 
same  age  and  the  same  in  proof,  100  proof. 

Mr.  Epstein.  That  is  correct.  , 

Senator  Ferguson.  And  they  would  be  identical  in  price? 

Mr.  Epstein.  Well— you  say  under  the  new  regulation? 

Senator  Ferguson.  Yes. 

Mr.  Epstein.  Yes.  , , • i,  . • o 

Senator  Wherry.  You  mean  the  Kronheim  bourbon  and  this  one.^ 

Senator  Ferguson.  Yes. 

Senator  Wherry.  Because  they  are  5 years  of  age  and  the  same 
proof. 

Senator  Ferguson.  Yes. 
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Mr.  Epstein.  I might  say  this,  just  to  clarify  that  situation,  that 
these  brands  are  not  new  brands,  in  the  sense  that  they  first  came  on 
the  market  in  March  of  1942. 

Senator  Ferguson.  Why  didn’t  you  us<>  the  price  that  they  were 
being  sold  at  in  1942  instead  of  comparing  it  to  Old  Crow? 

Mr.  Epstein.  Well,  that  wasn’t  the  way  in  which  the  regulation 
required  the  price  to  be  computed.  A wholesaler  who  sold  a brand 
which  to  him  was  a new  brand  was  required  to  compare  that  brand 
with  his  most  similar  brand  sold  during  March  of  1942. 

Senator  Ferguson.  Oh,  and  this  may  have  been  sold  by  10  other 
wholesalers  at  a certain  price? 

Mr.  Epstein.  That  is  right. 

Senator  Ferguson.  And  he  wouldn’t  take  anyone  of  those  prices 
but  fix  his  own  price? 

Mr.  Epstein.  He  would  first  try  to  fix  it  with  reference  to  a similar 
brand  which  he  did  sell  during  March  of  1942.  If  he  were  unable  to 
~ find  such  a brand  that  he  did  sell  he  would  then  turn  to  a competitor 
and  select  his  competitors’  price  for  the  most  similar  brand. 

Senator  Ferguson.  What  did  he  do  with  this  one  now? 

Mr.  Epstein.  On  this  one  he  again  compared  it  to  Old  Grandad. 

Senator  Ferguson.  Which  did  you  compare  it  with? 

Mr.  Epstein.  We  again  compared  it  with  Old  Crow,  which  was 
the  same  one  as  we  used  with  reference  to  Kronheim’s  Bourbon  Bond, 
and  we  concluded  that  the  proper  price  woidd  be,  for  quarts,  $27.60, 
plus  $6  tax,  which  would  bring  the  total  to  $33.60;  for  pints  including 
the  tax,  $32.32,  and  for  one-half  pints,  $35.23. 

Senator  Ferguson.  What  was  the  name  of  the  first  whisky? 

Mr.  Epstein.  Kronheim  bourbon  bond. 

Senator  Ferguson.  No  one  else  sold  that,  that  was  a new  one? 

Mr.  Epstein.  Yes;  that  was  his  own  brand. 

Senator  Ferguson.  Now,  what  is  the  name  of  the  next  one— 
Dant’s? 

Mr.  Epstein.  Dant’s  Bourbon  Bond. 

Senator  Ferguson.  Did  anybody  else  sell  Dant’s  before  that  time? 

Mr.  Epstein.  They  may  have,  I don’t  know.  It  seems  to  me  that 
I have  heard  that  name. 

Senator  Ferguson.  Did  you  try  to  find  out  what  others  had  sold 
it  before? 

Mr.  Epstein.  No;  I did  not.  I personally  did  not. 

Senator  Ferguson.  But  you  used  some  high-grade  liquor  that  he 
sold? 

Mr.  Epstein.  W e used  what  we  regarded  as  the  most  similar  prod- 
uct which  he  did  sell,  which  was  in  accordance  with  the  pricing  formula 
as  it  then  existed. 

Senator  Ferguson.  Do  you  go  according  to  quality  at  all? 

Mr.  Epstien.  W'ell,  in  determining  similarity  we  look  to  several 
factore.  We  look  to  the  age,  the  proof,  the  formula,  whether  it  is 
bottled  in  bond  or  not  bottled  in  bond;  we  also  look  to  whether  or  not 
it  would  ordinarily  sell  in  the  same  price  line  which  is  included  within 
the  definition  of  similarity  contained  in  the  general  maximum  price 
regulation. 

Senator  Ferguson.  Old  Crow  is  a well-advertised  liquor,  is  it  not? 

Mr.  Epstein.  Yes;  I think  so. 
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Senator  Ferguson.  And  Dant’s,  you  have  never  seen  an  advertise- 
Mr. Epstein.  Yes;  I believe  I have.  I think  the  Dant  distillery 

is  in  Kentucky.  lo 

Senator  Ferguson.  Have  you  ever  seen  that  name  advertised.' 

Mr.  Epstein.  I believe  I have.  I wouldn’t  be  sure.  I have  seen 
some  Dant’s  product  advertised.  Wliether  it  was  this  particular 

brand.  I don’t  know.  , . , i n 

Senator  Ferguson.  But  you  allowed  it  to  be  compared  with  a weU- 

advertised  brand  like  Old  Crow? 

Mr.  Epstein.  That  is  correct. 

Senator  Ferguson.  Have  you  got  any  other  example? 

Mr.  Epstein.  We  have  Cream  of  Baltimore,  which  is  the  next  one 

on  the  list. 

Senator  W herry.  Is  that  new?  i , t u i- 

Mr.  Epstein.  Cream  of  Baltimore  again  is  a brand  which  1 believe 

was  on  the  market,  but  it  w^as  new  as  to  Kronheim.  That  is  a Maiy- 
land  straight  rve  w^hisky,  5 years  old,  86  proof.  The  price  winch  Mr. 
Kronheim  selected  for  that  brand  was  $31,  including  the  November 

Senator  Ferguson.  What  did  he  compare  that  to?  mi. 

Mr  Epstein.  He  compared  that  w'ith  B.  P.  R.  bonded  rye.  lhat 
is  Baltimore  Pure  Rye,  w^hich  is  a Maiyland  straight  lye  whisky 
bottled  in  bond  at  100  proof. 

Senator  Ferguson.  This  was  an  86  proof  and  he  compared  it 

100  proof?  , , , 

Mr.  Epstein.  That  is  right.  Now,  we  took  the  position  and  con- 
tended that  he  should  have  used  Old  Overholt,  which  is  a straight 
rve  whisky,  86  proof,  and  using  that  as  a basis  for  pricing  we  com- 
puted the  price  at  $24.50  as  distinguished  from  the  price  w-hich  he 

selected  of  $3 1 . , ..  iv  • 

Senator  Ferguson.  Are  these  settlements  open  to  public  inspec- 

tion? 

Mr.  Epstein.  Well,  ordinarily  not;  no.  This  particular  case 
received  considerable  publicity.  Ordinarily  the  files  in  these  cases 

are  not  open.  ' o 

Senator  Ferguson.  Closed  to  the  public.' 

Mr.  Epstein.  That  is  correct.  . 

Senator  Ferguson.  And  they  are  made,  they  can  be  settled  by  one 
or  two  individuals,  and  are  not  opened  to  public  inspection  a com- 
petitor can’t  learn  anything  about  it,  and  the  pubhc  can  t learn 

anything  about  it?  i i v •.  + j 

Mr.  Epstein.  Except  insofar  as  there  may  be  publicity  connected 

^Senator  Ferguson.  Well,  was  this  one  open  to  public  inspection? 

Mr  Epstein.  The  files  were  not  but  the  terms  and  provisions  of 
the  settlement,  I believe,  were  given  extensive  coverage  in  the  pr^s. 

Senator  Ferguson.  Did  anyone  tell  the  public  that  part  of  this 
was  on  new  brands  and  part  on  others,  or  did  they  just  say  that  he 

paid  $200,000?  . , , j 

Mr.  Epstein.  My  recollection  is  that  there  was  a description  of 

the  character. 
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Senator  Ferguson.How  much  of  an  audit  did  you  have  made  of 
his  books  to  ascertain  the  amount  he  owed? 

Mr.  Epstein.  His  books  were  completely  audited.  The  instruc- 
tions to  the  investigators  were  to  conduct  a thorough  audit. 

Senator  Ferguson.  How  long  did  it  take  to  audit  the  books? 

Mr.  Epstein.  According  to  this  record,  the  investigation  was 
commenced  on  the  4th  of  August  and  completed  on  the  27th  of 
August. 

Senator  Ferguson.  Do  you  think  a complete  audit  was  made  in 
that  length  of  time  of  that  much  goods? 

Mr.  Epstein.  I think  that  an  audit  was  made  of  the  transactions 
other  than  those  of  a very  minor  character.  I believe  the  instruc- 
tions were  to  omit  these  very  minor  transactions,  primarily  from  the 
standpoint  of  conserving  time  and  manpower. 

Senator  Ferguson.  Now,  what  do  you  call  a minor  item — 100-case 
lots? 

Mr.  Epstein.  Oh,  no.  A transaction  of  two  or  three  cases,  pos- 
sibly as  many  as  five  cases,  for  an  operation  of  this  scale.  I believe 
that  the  one-  two-  and  three-case  transactions  were  not  included. 

Senator  F erguson.  Isn’t  it  true  that  this  man  sells  an  awful  lot 
of  one,  two,  three,  and  four  cases  in  the  District  of  Columbia — isn’t 
that  one  of  his  big  outlets? 

Mr.  Epstein.  I don’t  know  what  the  volume  of  that  is.  I was 
advised  by  the  investigators  that  there  were  a certain  number  of 
those  transactions.  ' 

Senator  Ferguson.  Who  decided  and  who  authorized  the  elimi- 
nation of  the  five-cases  down? 

Mr.  Epstein.  I said  three. 

Senator  Ferguson.  Three  down — who  decided  that? 

Mr.  Epstein.  The  district  office.  I believe  that  we  would,  if  the 
question  were  put  up  to  us 

Senator  Ferguson.  Well,  who  did  do  it? 

Mr.  Epstein.  That  was  done  by  the  district  office  but  it  is  in 
accord  with  an  instruction  which  we  would  give  under  the  circum- 
stances. 

Senator  Ferguson.  Well,  then,  as  I understand  it,  you  were  not 
preparing  a court  case  at  all. 

Mr.  Epstein.  Oh,  yes;  we  were  prepareti  to  go  to  court  on  this 
case  if  it  had  not  been  settled.  To  go  into  court  we  don’t  have  to 
get  down  to  the  last  transaction. 

Senator  Ferguson.  Was  there  any  doubt  in  your  mind  that  there 
was  $225,000  due? 

Mr.  Epstein.  No.  I believe  that  we  could  have  substantiated 
that  sum  had  we  gone  into  court. 

Senator  Ferguson.  And  could  the  audit  do  it? 

Mr.  Epstein.  Yes.  We  were  prepared  to  go  into  court  and  then 
prove  our  case  by  evidence. 

Senator  Ferguson.  Was  he  represented  by  counsel? 

Mr.  Epstein.  Yes,  he  was. 

Senator  Ferguson,  Who  proposed  that  settlement  rather  than  go 
to  court? 

Mr.  Epstein.  The  negotiations  on  that  were  conducted  through 
our  district  office  in  the  District  of  Columbia  and  the  attorney  for 
Mr.  Kronheim. 
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Senator  Ferguson.  Did  you  negotiate  the  settlement? 

Mr.  Epstein.  No;  I did  not. 

Senator  Ferguson.  Who  did?  _ j-  • 4. 

Mr.  Epstein.  I stated  it  was  negotiated  by  our  district  office. 

District  of  Columbia  office.  x-  if 

Senator  Ferguson.  I am  trying  to  get  the  person  who  ne^tiated  it. 

Mr  Epstein.  Our  chief  enforcement  attorney  m the  District  of 
Columbia  office  is  John  L.  Laskey  and  Mr.  Laskey  conducted  the  pre- 
liminary negotiations  on  this  case.  The  matter  was  later  submitted 
to  the  New  York  regional  office  and  also  to  our  office.  , , 

Senator  Ferguson.  Will  you  tell  us  what  the  New  York  office  had 
to  do  with  it?  Were  these  violations  m New  York? 

Mr.  Epstein.  No;  but  the  District  of  Columbia  office-^ 

Senator  Ferguson  (interposing).  Is  under  the  regional  office. 
Mr.  Epstein.  That  is  correct. 

Senator  Ferguson.  I see.  • u fU., 

Mr.  Epstein.  It  just  so  happens  that  this  case  arises  here  m tne 

District  which  is  in  the  same  area  as  the  national  office. 

Senator  Ferguson.  That  compels  you,  under  your  regulations,  to 

go  to  New  York,  notwithstanding  that? 

Mr  Epstein.  That  is  correct,  except  that  as  a practical  matter 
there  is  a greater  degree  of  direct  communication  between  the  national 
office  and  the  District  of  Columbia  office  here  than  there  perhaps  is 
with  some  of  our  other  district  offices  at  more  remote  distances  from 

^^SonX^FERGUSON.  Were  all  of  these  violations  here  in  the  District? 
Mr.  Epstein.  Well,  the  sales  occurred  m the  District,  ine 

purchasers  may  have  been  elsewhere.  . , , . , 

Senator  Ferguson.  What  were  the  other  violatioiis? 

Senator  Wherry.  Before  you  go  into  that,  may  I ask  a question. 

Senator  Ferguson.  Yes.  . , , ta  x x 

Senator  Wherry.  Did  you  take  this  up  with  the  Department  of 

Justice  attorneys  before  you  made  settlement? 

sJnaffi?wJrERR^'  You  settled  the  civU  action  without  consult- 
ing the  Department  of  Justice  as  to  the  criminal  violation.^ 

Senator^WH^RRY.  So  that  the  criminal  side  of  it  didn’t  have  any 
consideiation  as  far  as  your  organization  was  concerned.' 

Mr  Epstein.  Except  this,  that  we  considered  whether  or  not  m 
our  opinion  this  would  be  a case  which  could  properly  be  prosecuted 
criminally.  I might  point  out  that  under  the  Enaergency  Pnee  Con- 
trol Act,  criminal  prosecutions  can  be  brought  only  in  cases  of  wilful 
violation.  That  is,  every  case  of  violation  is  not  a proper  case  for 

I understand,  but  your  earlier  testimony  was  to 
the  effect  that  the  criminal  side  of  it  was  handled  by  the  Department 
of  Justice,  and  in  connection  i^ith  the  Department  of  Justice  you 
decide  which  ones  to  piosecute  in  civil  actions  and  which  ones  should 

be  prosecuted  criminally.  p t x-  ■ * 

lam  asking  now  did  the  Department  of  Justice  come  into  this  pic- 
ture and  help  make  that  decision?  I think  you  can  enforce  this 
thing  if  you  stick  some  criminal  teeth  in  it.  If  you  are  going  to  stop 
them  you  have  got  to  put  some  of  these  boys  behind  the  bars. 
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Senator  Ferguson.  Tell  us  one  case  where  you  prosecuted  and 
actually  got  a conviction. 

iVir.  Epstein.  There  have  been  two  recently  in  the  District  of  Co- 
lumbia. There  was  the  Aaron  Aaronson  case  and  the  Shepherd  Park 
Drug  Co.  case.  Let  me  check  my  record  and  I will  get  those  names 
exactly.  Those  cases  led  to  fines  of  $300  hi  one  case  and  $500  in  the 
other.  I 

Senator  Ferguson.  You  took  those  to  court? 

Mr.  Epstein.  Yes.  Those  were  criminal  prosecutions. 

Senator  Ferguson.  How  did  they  vary  from  this  one? 

Mr.  Epstein.  Well,  tliev  involved  tie-in  sales. 

Senator  Ferguson.  What  is  the  difference  between  that  and  a cash 
discount? 

Mr.  Epstein.  The  elimination  of  the  cash  discount? 

Senator  Ferguson.  Yes. 

Mr.  Epstein.  Well,  the  question  is  present  in  tne  case  of  the  elimi- 
nation of  a cash  discount  of  just  what  the  purpose  and  intent  of  the 
regulation  was. 

Senator  Ferguson.  Now,  don’t  you  get  down  now  to  this  fact, 
that  that  is  a question  of  fact  for  the  graml  jury  of  the  United  States 
to  determine  and  not  for  an  attorney,  if  you  are  going  to  put  teeth  in 
the  O.  P.  A.  laws?  We  are  hearing  a lot  today  about  enforcement  of 
O.  P.  A.,  they  can’t  fix  prices,  we  have  got  black  markets,  we  have  got 
bootlegging  today  in  the  liquor  business.  Yet,  we  have  the  Govern- 
ment making  a settlement  here  and  not  submitting  it  even  to  the 
attorney  who  represents  the  United  States — that  is,  the  Department 
of  Justice. 

Mr.  Epstein.  It  would  be  impractical  to  submit  veiy  many  cases  to 
the  grand  jury. 

Senator  Ferguson.  Isn’t  that  a question  for  the  district  attorney, 
the  Department  of  Justice,  to  determine? 

Mr.  Epstein.  Let  me  say  this,  that  our  over-all  handling  of  these 
cases  is  pursuant  to  a plan  worked  out  with  the  Department  of 
Justice.  ' 

Senator  Ferguson.  Did  they  approve  this  settlement? 

Mr.  Epstein.  Not  this  particular  case. 

Senator  Wherry.  This  was  not  referred  to  them? 

Mr.  Epstein.  That  is  correct.  Our  plan  is  that  we  refer  to  them 
cases  which  in  our  opinion,  in  the  first  instance,  may  possibly  or  prop- 
erly be  cases  on  which  a criminal  prosecution  may  be  based.  Section 
2205  (b)  of  the  Emergency  Price  Control  Act  so  provides.  But  the  plan 
which  we  have  with  them  does  not  call  for  our  submitting  to  them 
every  case  which  we  come  across  and  every  case  which  we  build  up 
for  some  kind  of  action. 

Senator  Ferguson.  Doesn’t  it  seem  strange  to  take  a case  where 
the  toe  is  $300  and  let  a case  go  where  there  is  $200,000  involved? 

Mr.  Epstein.  Well,  if  this  case  had  been  tried  criminally  the  fine 
which  the  court  might  impose  here  might  have  been  $200.  I mean, 
the  fine  wouldn’t  necessarily  be  *'200,000. 

Senator  Ferguson.  How  much  did  this  man  sell  here,  this  man  that 
was  toed  $300? 

Mr.  Epstein.  I don’t  know  offhand.  It  was  comparatively  small 
as  against  this. 
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Senator  Ferguson.  How  much  was  it  actually,  how  much  did  the 

Government  get  out  of  it  on  a payment? 

Mr.  Epstein.  Well,  the  Government  got  the  amount  of  the  hne, 

$300  in  one  case  and  $500  in  the  other. 

Senator  Ferguson.  Didn’t  you  ask  him  to  bring  back  treble 

^^Mr^EpsTEiN.  I believe  in  those  cases  the  action  brought  w'as  a 

criminal  prosecution  and  no  other  action  brought. 

Senator  Ferguson.  Then  you  did  not  use  the  full  law  against  those 

men  wdiom  you  convicted? 

Mr.  Epstein.  That  is  correct. 

Senator  Ferguson.  ^Vlly  not?  , , , 

Mr.  Epstein.  WYll,  in  some  exceptional  instances  we  use  botn 

criminal  and  civil  sanctions.  ^ 

Senator  Ferguson.  WTiat  were  the  mitigating  circumstances  in 

^^S.^EpsTon^  Well,  it  is  a matter  of  making  a selection  based  on  a 
consideration  of  all  the  evidence  available,  the  nature^^and  extent  of  the 
violation,  and  a consideration  of  all  the  factors  involved. 

Senator  Ferguson.  Do  you  think  you  wull  ever  get  people  to  fear 
the  criminal  law  if  it  is  boiled  down  to  such  discretion  as  w e are  get- 
. • licrc? 

M^  Epstein.  Well,  I might  say,  using  this  particular  case  as  an 
example  this  case  if  tried  criminally,  assuming  that  the  evidence 
which  we  have  would  sustain  violations 

and  with  respect  to  which  it  can  be  contended  that  there  is  a certain 
amount  of  doubt,  a certain  amount  of  misunderstanding,  perhaps  a 
matter  of  erroneous  judgment  on  the  part  of  Kronheim  m the  matter 

of  the  selection  of  comparable  brands • 

Senator  Ferguson.  Do  you  think  a man  with  his  experience  didn  t 

know  wdiat  he  w^as  doing?  w .i  • i i j- 1 t rlnn't  know 

Mr.  Epstein.  Well,  I am  inclined  to  thmk  he  did,  but  I don  t know 

^^enSor  ^eLu^on.  Why  didn’t  you  submit  it  to  a jury?  That  is 

%rEpfiEt’."well.  we  chose  the  oivU  action,  and  developed  the 
case  for  a civil  action  under  our  treble-damage  sanctiom  . 

Senator  Wherry.  You  realy  should  have  referred  it  to  the  depart- 
ment of  Justice  before  you  made  that  decision,  shoulto 
see  where  on  advice  of  a district  attorney  you  might 
either  a civil  or  a criminal  action,  even  though  you  didn 
it  to  the  grand  jury-but  you  have  already  stated  that  m of  these 
cases  YOU  worked  in  conjunction  with  the  Department  of  Justice,  i 
claim  ^t  is  more  effective  in  enforcing  prices  to  get  a criminal  prose- 
cution than  to  institute  a civil  suit;  but  on  your  own  testimony  why 
didn’t  vou  refer  the  Kronheim  case  to  the  Department  of  Justice 
before  you  made  that  decision,  and  let  them  judge  whether  or  not  they 

could  successfully  prosecute  criminally? 

Mr  Epstein  Well,  let  me  say  this,  this  case  may  have  been  dis- 
cussed to  our  district  office  with  the  local  United  States  attorney,  but 
I have  no  knowledge  of  it.  But,  as  I say  as  a general  "tatter  we  do 
not  take  UD  all  of  our  cases  with  the  United  States  attorney  , frona  the 
2ndpointVf  the  feae.bUity  and  the  praetioability  With  the  voUune 
of  work  that  there  is  to  handle  it  is  just  administratively  unfeasible. 
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Senator  Wherry.  Certainly  a case  involving  $200,000  would  have 
criminal  violations  sticking  out  all  over  it,  would  it  not? 

Mr.  Epstein.  Not  necessarily. 

Senator  Wherry.  At  least  it  shoidd  be  referred  to  the  Department 
of  Justice. 

Mr.  Epstein.  The  questions  involved  are  peculiar  questions,  in- 
volving 0.  P.  A.  prices  and  O.  P.  A.  regulations. 

Senator  Wherry.  You  are  making  that  decision,  and  you  don’t 
give  it  to  the  Department  of  Justice  so  that  they  can  decide  whether 
or  not  they  will  bring  a criminal  prosecution. 

I think  that  case  certainly  should  have  been  referred  to  the  Depart- 
ment of  Justice  for  consideration  before  you  made  a determination  to 
bring  a civil  action. 

Mr.  Epstein.  Of  course,  the  bringing  of  a civil  action  or  the  settle- 
ment of  a civil  action  does  not  preclude  criminal  prosecution. 

Senator  Wherry.  Yes;  but  made  the  settlement.  He  antici- 
pated a prosecution.  That  is  why  he  paid  the  $200,000,  was  it  not? 

Mr.  Epstein.  Had  we  anticipated  a criminal  prosecution  we  would 
have  referred  the  case  to  the  United  States  attorney. 

When  you  get  into  the  question  of  what  is  a similar  brand,  you 
have  a question  of  fact  involving  human  judgment. 

Senator  Wherry.  I understand.  1 think  cases  like  that  should 
have  the  full  consideration  of  the  Department  of  Justice.  You  leave 
it  to  a man  in  your  department  to  decide  that  and  they  don’t  prose- 
cute criminally. 

Mr.  Epstein.  Quite  a number  of  cases  are  prosecuted  criminally] 

Senator  Wherry.  But  you  don’t  do  it. 

Senator  Epstein.  No;  the  United  States  attorney  does. 

Senator  Wherry.  You  refer  what  cases  you  think  should  be 
referred. 

Mr.  Epstein.  Yes 

Senator  Wherry.  And  you  did  not  refer  the  Kronheim  case. 

Mr.  Epstein.  So  far  as  I know  we  did  not. 

Senator  Ferguson.  Mr.  Chairman,  I would  like  to  have  the  entire 
file  of  the  Kronheim  case  turned  over  to  the  committee  for  inspection. 
I understand  that  this  [indicating]  is  not  the  entire  file.  I think  we 
ought  to  make  an  examination  of  the  file. 

The  Chairm.vn.  Is  the  entire  file  in  your  possession? 

Mr.  Epstein.  No;  it  is  not.  I can  get  it  for  you.  It  will  be  either 
in  the  district  office  or  in  the  N ew  York  regional  office.  I can  get  it. 

The  Chairman.  Will  you  get  it  and  give  it  to  Mr.  Mattice  for  the 
use  of  the  committee,  probably  in  executive  session  if  there  is  any 
reason  why  it  should  not  be  public.  I don’t  know  of  any  reason  why 
it  should  not  be  public,  do  you? 

Mr.  Epstein.  Well,  I don’t  know  of  any. 

The  Chairman.  Well,  you  furnish  it,  then,  please. 

Mr.  Epstein.  Yes.  It  may  take  some  little  time,  because  I will 
have  to  have  it  sent  in  from  our  field  office.  And  I assume  also  that 
the  file  will  be  returned  for  our  records  afterit  has  served  your  purpose. 

The  Chairman.  Yes. 

Senator  Ferguson.  Do  I understand  that  this  case  was  settled  by 
his  paying  $50,000  down  and  $25,000  monthly? 

Mr.  Epstein.  Yes;  there  was  some  such  arrangement  as  that  worked 
out. 
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Senator  Ferguson.  It  was  on  the  partial-payment  plan. 

The  Chairman.  The  installment  plan. 

Senator  Ferguson.  Installment  plan,  yes. 

Have  you  heard  rumors  that  he  is  stiff  violating  the  law  m many 
cases? 

Mr.  Epstein.  No,  I have  not. 

The  Chairman.  These  suits  aggregating  $25,000,000  treble  damages  ; 
some  of  them  were  based  on  the  sale  of  warehouse  receipts,  weren  t 

they? 

Mr.  Epstein.  That  is  is  correct. 

The  Chairman.  What  do  you  say — you  are  an  attorney  and  the 
chief  of  your  division — what  do  you  say  a warehouse  receipt  is,  a com- 
modity or  a security?  . • 

Mr.  Epstein.  I would  say  that  a warehouse  receipt  is  an  eMdence 

of  title  to  a commodity  and  the  method  whereby  title  to  the  commodity 
is  transferred,  and  that  the  transfer  of  the  warehouse  receipt  consti- 
tutes a transfer  of  the  commodity.  1 ..I  . ■ -j  f 

The  Chairman.  What  about  a stock  or  bond;  that  is  evidence  of 
ownership,  isn’t  it?  You  don’t  think  that  that  is  a commodity,  do 

^^Mr  Epstein  No.  A share  of  stock  in  a corporation  is  an  interest 
in  a business.  It  is  an  evidence  of  partial  ownership,  interest  on  a 
business,  to  undivided  assets,  but  not  to  any  particular  assets  A ware- 
house receipt,  on  the  other  hand,  is  evidence  of  title  to  specific  goods, 
and  very  intimately  related  with  those  goods.  It  is  not  an  interest  m 

it,  it  is  not  an  undivided  interest  in  the  property. 

The  Chairman.  Have  you  gone  into  that  subject  with  the  Depart- 
ment of  Justice,  as  to  whether  it  is  a security  or  a commodity.^ 

Mr.  Epstein.  I personally  have  not;  no.  , , , 

The  Chairman.  But  you  are  bringing  these  treble-damage  suits 

on  the  theory  that  it  is  a commodity? 

Mr.  Epstein.  That  is  correct.  .. 

The  Chairman.  While  the  S.  E.  C.  holds  that  it  is  a security.  You 

know  that,  don’t  you? 

Mr  Epstein.  The.  S.  E.  C.  holds,  as  I understand  it,  that  for  cer- 
tain purposes  the  sale  of  warehouse  receipts  may  be  regarded  as  securi- 
ties where  interests  in  warehouse  receipts  are  traded  or  sold. 

The  Chairman.  The  Chairman  of  the  S.  E.  C.  was  over  here.  I 
talked  to  him.  His  position  was  that  a warehouse  receipt  is  a secmity 
and  not  a commodity.  Did  you  ever  talk  to  him  about  it? 

Mr.  Epstein.  No;  I did  not.  , , , . 

The  Chairman.  Don’t  you  think  you  had  better  get  an  opimon 

from  the  Attorney  General  on  this  before  you  bring  suits  for  treble 

damages  here  aggregating  $25,000,000?  . i • ■ j 

Mr  Epstein  We  have  examined  the  court  decisions  and  have 
come  to  the  conclusion  that  the  state  of  the  law  is  that  for  our  purpo^s 
the  warehouse  receipts  are  evidences  of  title  of  the  commodity.  W e 
feel  that  legally  we  are  correct. 

The  Chairman.  You  know  that  tins  is  one  of  the  weaknesses  of 
bureaucracy— and  I think  that  before  you  file  damages  based  on  the 
sale  of  warehouse  receipts  you  ought  to  have  an  adjudication  by  some 
court,  or  at  least  an  opinion  from  the  Attorney  General  of  the  United 
States  as  to  which  it  is,  a commodity  or  a security,  don  t you.^ 
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Mr.  Epstein.  Well,  of  course,  we  will  get  that  adjudication  in  these 
cases  themselves. 

The  Chairman.  You  will,  at  the  expense  of  many  thousands  of 
dollars  on  behalf  of  the  defendant  for  attorneys'  fees,  when  you  could 
get  one  with  a friendly  suit,  that  wouldn’t  cost  anybody  anything. 

Mr.  Epstein.  You  say  a friendly  suit? 

The  Chairman.  Yes. 

Mr.  Epstein.  You  mean 

THe  Chairman.  An  agreed  state  of  facts.  See  what  I mean? 

Mr.  Epstein.  Yes. 

The  Chairman.  Do  you  have  anything  to  do,  in  your  price  fixing, 
with  these  tie-in  sales? 

Mr.  Epstein.  We  do  from  the  enforcement  standpoint. 

The  Chairman.  Wliat  have  you  done  about  that? 

Mr.  Epstein.  We  have  brought  some  actions  which  wpre  based  on 
tie-in  sales.  Our  position  is,  very  emphatically,  that  tie-in  sales 
are  contrary  to  the  emergency  Price  Control  Act.  Wliere  we  have 
found  evidence  of  this  type  of  violation  we  have  brought  either  civil 
or  criminal  actions,  either  by  way  of  an  injunction  suit  to  discontinue 
the  practice  or  we  transmit  the  case  to  the  United  States  attorney  and 
recommend  criminal  prosecution. 

The  Chairman.  Have  there  been  any  prosecutions  under  that? 

Mr.  Epstein.  Yes;  there  have. 

The  Chairman.  Any  convictions? 

Mr.  Epstein.  Yes.  As  a matter  of  fact,  the  two  cases  which  I men- 
tioned here  in  the  District  of  Columbia  involved  tie-in  sales,  and  we 
have  had  some  others.  There  was  one,  I note  here,  rather  recently. 
I believe  that  involved  tie-in  sales. 

I might  say  I have  here  merely  my  own  diary  of  these  cases.  I 
don’t  purport  to  keep  them  all  in  my  mind. 

The  Chairman.  What  case  was  that? 

Mr.  Epstein.  I wall  attempt  to  locate  it. 

The  Chairman.  Is  that  wUat  is  referred  to  as  the  Sheppard  Drug 
Co? 

Mr.  Epstein.  That  was  one.  The  Sheppard  Drug  Co.  case  and  the 
Aaronson  case.  Those  two  cases  in  the  District  of  Columbia  were 
tie-in  cases. 

The  Chairman.  And  that  is  w’here  they  were  fined  two  or  three  him- 
dred  dollars? 

Mr.  Epsiein.  Yes. 

The  Chairman.  That  w'as  after  trial  by  jury? 

Mr.  Epstein.  It  was  after  a proceeding  brought. 

The  Chairman.  Have  you  instructed  your  regional  offices  and  your 
district  offices  to  look  out  for  violations  by  tie-in  sale? 

Mr.  Epstein.  Yes;  we  have. 

The  Chairman.  Have  any  of  them  been  prosecuted  in  Chicago? 

Mr.  Epstein.  I don’t  know  offhand.  I would  have  to  get  a report 
on  that  from  our  Chicago  office. 

The  Chairman.  An  Indianapolis  businessman  w'as  there  for  a w'eek 
around  Christmas  time  and  he  was  trying  to  buy  some  liquor  and  he 
had  a uniform  experience.  They  are  selling  liaskets  containing  a se- 
lection of  wine  and  liquor.  You  either  bought  tlie  full  basket  or  you 
bought  nothing.  He  said  that  in  at  least  12  or  15  different  retail  stores 
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that  practice  was  followed.  It  was  common  all  over  the  city  of 

Chicago.  Yet  there  have  been  no  prosecutions. 

Mr^EpsTEiN.  That  is  in  violation  of  our  regulation  and  I will  call 

tnat  to  the  attention  of  our  Chicago  office,  ® 

certain  lapse  of  time  between  the  time  the  violation  first  comes  to  the 

attention  of  our  office  and  the  prosecution.  j u r>rpttv 

The  Chairman.  That  was  the  25th  of  December,  and  ^ 

nearly  the  25tn  of  January.  Don’t  you  think  a vigorous  inv  estigator 

w'oulcl  have  made  a report  in  30  dav’s?  tlmt 

Mr.  Epstein.  If  w'e  had  some  spare  investgators 
weren  t doing  anything  tnat  they  couldn’t  drop,  that  woifid  Pi’O^^^ly 
be  so  ; but  in  any  event  I will  check  with  our  Chicago  office  and  see 

what,  if  anything,  has  been  done. 

The  Chairman.  All  right,  and  let  us  know'  what  you  find  out. 

Mr  Epstein.  I might  also  add  this  one  thing  in  that  coimection, 
that  it  is  a fact  that  to  a certain  extent  our  organization  is  handicapped 
in  the  conduct  of  investigation  at  retail  for  tne  reason  fbat  we  aje  not 
permitted  to  use  any  part  of  our  appropriation  for  the 
modities  for  use  in  enforcement  proceedings.  That  is,  it  ^^d  be 
much  easier  job  in  some  of  those  instances  if  our 

into  the  retail  store  and  make  a purchase,  get  a receipt,  and  he  would 

then  have  the  evidence  that  he  needed.  . 

Senator  Ferguson.  Is  that  statutory,  that  you  cannot  use  any  part 

Mr.  Epstein.  It  is  contained  m our  appropriation  act.  there  are 

pronibitions  in  our  appropriation  act. 

Senator  Ferguson.  You  mean  in  the  statute  itselt. 

Senator  Ferguson.  Prohibiting  the  use  of  it  to  get  evidence? 

Mr.  Epstein.  Yes.  It  has  been  a serious  handicap  to  our  enforce- 

"^Senlto^WHERRY.  According  to  testimony  we  had  earlier  that  is 
quite  prevalent,  that  is,  tie-in  sales,  all  over  the  country. 

Mr.  Epstein.  I wouldn't  be  surprised. 

Senator  A\herry.  That  is  general  knowledge. 

Vfr  Epstein.  That  is  correct.  , 

Senator  ^^  HERRY.  It  wouldn’t  be  any  effort  for  any  one  of  m- 
vesti^^atoi-s,  you  might  take  one  off  pork  and  put  him  in  liquor  for  a 
whfe  cert^W^  you  could  pick  that  evidence  up  without  any  trouble 

*^^Mr.  Epstein.  Well,  it  would  be  much  easier  if  w'e  could  make  a 

for  yoor  investigators  now  to  use 

^’’m4e4tein.’No.  I don’t  think  that  that  is  a fair  criticism.  I 

don’t  think  that  our  investigators  alibi. 

Senator  Ferguson.  Do  they  use  it  when  they  come  back 
Mr.  Epstein.  No,  they  don't  use  it.  Me  use  it  by  we  L mean 
myself.  I think  our  w'ork  w'ould  be  greatly  facilitated  if  we  w'ere  ab  e 
to  do  that  and  I think  as  it  is  our  job  does  become  more  difficult.  As 
matter  of  fact,  instances  have  come  to  my  attention  wdiere  mvesti 
aators  in  a particular  office  have  taken  up  a collection  among  themsd^ 
SO  that  they  woulc:  have  money  to  go  out  and  make  a purchase  for 
purpose  of  getting  evidence. 
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Senator  Wherry.  Do  you  shift  these  investigators  back  and  forth 
from  one  line  to  another,  from,  say,  food  over  to  liquor?  Do  you 

handle  that?  ... 

Mr.  Epstein.  We  make  the  general  recommendation  with  respect 
to  it.  The  actual  placement  of  the  investigators  on  the  particular 
commodity  is  the  job  of  the  district  office  under  the  direction  which 
they  get  from  W ashington  and  from  their  regional  office. 

Senator  Ferguson.  How  many  enforcing  officers  have  you? 

Nlr.  Epstein.  Attorneys? 

Senator  Ferguson.  Yes. 

Mr.  Epstein.  I don’t  have  with  me  the  figure  of  the  number  of 
attorneys  in  our  enforcement  department. 

Senator  Ferguson.  About  how  many? 

!\lr.  Epstein.  I would  rather  not  hazard  a guess.  Senator. 

Senator  Ferguson.  How  many  here  in  Washington? 

Mr.  Epstein.  We  have  in  Washington  now  three  attorneys,  in  my 
particular  branch.  One  of  the  men  just  came  in.  W e were  operating 
wdth  two  attorneys  in  charge  of  the  enforcement  of  the  commodities 
under  my  branch  over  quite  a long  period  of  time. 

Senator  Ferguson.  And  how  much  office  help? 

Mr.  Epstein.  In  my  particular  branch  I have  two  stenographers. 

Senator  Ferguson.  You  just  have  an  office  of  four? 

Mr.  Epstein.  My  branch,  the  Agricultural  Commodities  Branch, 
consists  now  of  three  attorneys,  one  of  whom  is  a new  rnan,  who  just 
came  in  Monday,  and  wlio  will  have  to  go  through  quite  a lengthy 
course  of  education  and  indoctrination  befor(i  he  will  be  able  to  do  ef- 
fective work;  one  other  attorney  and  myself.  W^e  are  charged  with 
the  enforcement  activity  with  respect  to  corn,  feeds,  grain,  liquor,  beer 
and  wine;  tobacco,  various  miscellaneous  products;  and  also  with  res- 
taurant price  and  rationing;  so  you  can  see  that  that  is  a pretty  big 
assignment. 

Stator  Wherry.  How  many  are  there  of  you  now? 

Mr.  Epstein.  Three  of  us  now.  But  as  I sa}’’,  one  of  them  is  a 
brand  new  man.  So  we  have  been  putting  in  12  Hours  a day. 

Senator  Ferguson.  You  don’t  think  the  violators  fear  that,  do 
you? 

Mr.  Epstein.  I presume  not. 

The  Ch.mrman.  Do  vou  get  time  and  a half  for  overtime? 

^lr.  Epstein.  W e get  time  and  a half  for  official  overtime,  which  is 

Saturday  afternoon. 

The  Chairman.  All  right. 

Senator  W herry? 

Senator  W’ herry.  In  this  Kronheim  case,  I don’t  want  to  go  back 
and  take  too  much  time,  but  did  you  find  any  violation  in  that  case,  or 
do  you  have  violations  of  distillers  who  put  out  brands  you  never 
heard  of,  that  is,  that  others  don’t  use  at  all? 

Mr.  Epstein.  Yes,  there  have  been  cases. 

Senator  Wherry.  Did  that  happen  in  the  iiLronAcm  casef 

Mr.  Epstein.  Perhaps  !Nlr.  Sanderson,  who  knows  the  liquor  busi- 
ness better  than  I do,  can  recognize  those  brands  and  state  whether  any 
of  them  are  brand-new  brands.  Can  we  have  hirn  took  at  the  list? 

Senator  Wherry.  Oh,  I thought  it  would  be  interesting  to  know. 
It  seems  to  me  there  are  more  new  brands  of  whisky  on  the  market.  I 
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am  not  as  versed  in  this  as  our  Chairman  is.  He  knows  more  about 

I'wL^in^ciiSgJlast  night.  One  of  the  complaints  it  was  ^bought 
VOU  should  investigate  was  a Mexican  whisky  that  Mas  for  sale  there. 
Somebody  went  in^to  get  Haig  and  Haig  and  they  tried  to  sell  him  some 

M exican  whisk}'. 

M>  *^EpsTEm.^  of  our  difficulty  with  respect  to  [ll®  ^ 

has  been  with  the  entirely  new  brands,  that  is,  brands  which  have  mac 
their  appearance  since  March  1942  in  a,nv  local  market. 

Senator  Ferguson.  We  have  been  told  there  are  about  3,000  new 

Chairman.  Is  that  right,  Mr.  Jones? 

Mr.  Jones.  I doubt  it.  , , • 

The  Chairman.  That  is  what  you  told  us  in  my  office. 

Mr.  Jones.  New  labels. 

The  Chairman.  That  is  what  I mean.  , , , i u i. 

.\1,  Jokes.'  That  is  entirely  different.  There  are  a lot  of  new  labels 

registired  with  the  Alcohol  Tax  Unit,  because  of  a change  in  formula 

or  change  in  proof.  , , , o 

The  Chairman.  Does  the  new  label  caivy  a new  name. 

Mr.  Jones.  No,  sir,  not  particularly. 

TUo  Phatt?mav  What  do  you  mean  a new  laoei.^ 

Mr  Jones.  Wliere  the  formula  has  been  changed,  or  the  ®^en 

the  placrof  bottling  has  been  changed.  All  that  requires  a If  f • 

The  Chairman.  You  would  take  into  consideration  new  labels  in 

"tlCEPS^ES'Swl’of^  O'  *0  fo™l» 

changes  which  Mr.  Jones  mentioned.  If  they  merely  changed  t 
desio-n  of  the  label,  let  us  say,  we  wouldn’t  regard  that  as  a new  label. 

Senator  Ferguson.  But  if  they  changed  the  proof 

Mr.  Epstein.  Yes,  if  they  changed  the  proof  we  would  regard  it 

then  as  a new  whiskv .which  would  have  to  be  priced.  i u i? 

SenXwHERRY.' isn’t  that  the  purposeof  issuing  the  new  If  el? 
Mr  Epstein  It  has  been  used  as  a device  for  circumventing  t 
price  ceiS  Perhaps  a certain  amount  of  it  has  fen  m the  normal 
Surse  of  conduct  of  business,  but  I think  most  of  it  has  been  resorted 
to  for  the  purpose  of  obtaining  higher  prices,  utilizing  the 
leeway  thaf  prLents  itself  when  you  make  a determination  of  w hat 

brand  is  similar  to  what  other  brand.  business 

Senator  Ferguson.  Were  you  familiar  with  the  liquor  husmess 

’’’ Mc’e'peSin.  No,  oniy  to  a very  limited  exteut  The 
which  I was  associated  represented  a rectifier  and  I learned  a little 
ffie  termTnoloS^  rudiments  of  the  liquor  business  in  that  waj^ 
Senator  Ferguson.  Do  you  know  how  many  new  brands  or  new 
labels  appeared  in  the  year  or  two  prior  to  this.^ 

Senator^ VySr?y!’  Tliey'^made  their  reputation  on  certain  braf  s, 
didn’t  thev,  with  certain  proof ; they  wouldiPt  want  to.  change  their 
label  for  anv  other  reason  than  to  circumvent  pnee  control . 

Mr  Epstein  I think  most  of  the  new  labels  were  resorted  to  f 
that  purpose.  I think  that  perhaps  a certain  amount  of  it  may  have 
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been  justified,  too,  where  it  became  necessary  to  substitute,  let  us  say, 
nigh  wines  for  neutral  spirits  whicn  were  no  longer  obtainable,  or  where 
in'^other  situations  it  became  necessary  to  make  certain  substitutoins 
in  the  commoditv  because  of  the  difficulties  of  supply. 

The  Chairman.  How  do  you  fix  the  price  on  the  importation  of 
Cuban  and  Puerto  Rican  gins  and  rums,  and  so  forth,  that  are  coming 
in? 

Mr.  Epstein.  Well,  the  new  pricing  regulation,  Maximum  Price 
Regulation  445,  sets  forth  a rather  complete  method  by  which  those 

importations  are  priced.  _ , • r if 

Briefly  stated,  if  the  particular  commodity  was  imported  in  ^larch  ot 
1942  generally  it  carries  the  same  price;  whereas,  if  it  was  first  imported 
during  other ‘dates  its  price  is  computed  in  terms  of  the  highest  offer- 
ing price  as  of  a certain  date  stated  in  the  past. 

The  Chairman.  Do  j'^ou  chemically  analyze  the  imports  to  find  out 

just  what  is  in  them? 

Mr.  Epstein.  No,  we  do  not. 

The  Chairman.  In  fixing  your  price? 

Mr  Epstein.  We  do  not.  That  is,  I can’t  speak  at  firsthand  for 
the  people  who  fix  the  price.  Mr.  Sanderson’s  department  writes  the 
price  schedules  in  the  first  instance;  but  so  far  as  I know  they  do  not 
make  independent  chemical  analyses  of  the  brands. 

Senator  Wherry.  Mr.  Chairman,  may  I ask  a question? 

The  Chairman.  Yes.  . • i r 

Senator  Wherry.  Following  up  an  earlier  question,  another  one  ot 

the  violations,  besides  the  new  brands,  you  stated  was  the  payment  of 
cash  money  on  the  side? 

Mr.  Epstein.  That  is  correct. 

Senator  Wherry.  With  an  invoice. 

Mr.  Epstein.  Yes.  , ■ lo 

Senator  Wherry.  Do  you  have  any  violations  of  that  kind 
Mr.  Epstpin.  Yes,  we  do,  we  have  quite  a number,  and  in  a case  of 
that  kind,  we  ordinarily  refer  it  for  criminal  prosecution,  because  we 
feel  that  the  violation  is  such  that  from  its  very  nature  the  willfulness 

of  it  appears. 

Senator  Wherry.  Do  you  get  that  right  down  to  the  distiller? 

Mr.  Epstein.  I don’t  laiow  of  any  case  which  has  been  brought  so 
far  in  which  a distiller  has  been  a defendant  to  a money-on-the-side 

Senator  Wherry.  Where  does  it  originate,  as  a rule,  with  what 
group? 

Mr.  Epstein.  It  has  been  brought  at  the  wholesale  level  and  at  the 
retail  level.  I am  not  saying  what  the  future  may  bring  but  we  try  to 

work  back  to  the  higher ‘levels  of  distribution. 

Senator  Wherry.  There  was  some  testimony  m a former  hearing 
of  over  a thousand  cases  of  bonding  whisky  that  came  from  a distiller 
to  somebody  in  New  York,  was  sent  over  to  Newark,  N.  J.,  that  after- 
roon,  and  retransferred  back,  and  finally  found  its  way  to  Georgia. 
That  transaction  apparently  had  originated  with  the  distiller.  At 

least  they  knpw  about  it.  . . n • j 

I aru  wondering  if  "vou  liave  found  some  distillers  in  collusion^  and 

do  you  have  anv  distillers  you  are  prosecuting?  t i 

5lr.  Epstein .‘  Yes,  we  are  prosecuting  some  distillere.  I don  t know 
of  any  case  at  the  moment  which  involves  a money-on-the-side  trans- 
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action  in  which  the  distUler  is  a defendant,  although  we  are  working  on 

^^^NATOR  Wherry.  Have  vou  made  investigations  along  that  line? 

Mr.  Epstein.  We  are  conducting  investigations 
those  lines  where  we  try  to  work  from  the  lower  levels  of  distribution 
to  the  higher  levels  of  distribution,  and  at  such  time  as  we  obtain 
evidence  that  distillers  are  conducting  that  type  of  practice,  \v  e \uU 

^ SENATS^VHERR^^  Where  do  you  find  most  of  them? 

fsTcSuity  there,  that  you  could  go 

’’“\iYTTBN.‘‘“No“''  And  besides,  the  distribution  oj  whisky  is  pretty 
Nation^'ide  anyw'ay.  We  try  in  getting  evidence  of  these  mone>- 
on-the-side  deals  to  look  into  it  from  whatever  is  shown  by  books 
and  records,  but  very  frequently  the  books  and  records  are  docto  e 

It  becomes  necessary  then  to  obtain  the  information  from  one  o 
the  othS  parties  to  the  transaction,  or  from  someone  else  who  may 

'’^’senahir'AVHEnRV.  The  Department  of  Internal  Revenue  also  has 

“ Er?e.  The  Alcohol  Tax  DniU 

Senator  Whekry.  Do  you  work  with  them. 

Seiia^oTwHERRY.  Can’t  they  check  a shipment  of  alcohol  from  the 

bonded  warehouse  to  the  retailci? 

Air  Epstein.  They  not  only  can  but  do.  i c*. 

SenatS  Ferguson.  Have  you  heard  of  any  of  the  monopo  y States 

violating  the  rule  that  compels  them  to  buy  gin  and  rum  and  vaiious 

Mr  ^Epstein.  Yes,  I have.  Senator,  from  the  State  of  Michigan. 
Smator  Ferguson.  That  is  what  I wanted  to  know  about.  Yliat 

have  vou  done  to  prosecute  the  State  of  Miclugan. 

Mr‘  Epstein.  Well,  w e haven’t,  and  we  don  t want  to  do  that 
Our  local  office  has  been  discussing  the  matter  with  the  authorities 

Sena^tOT^^ERG^soN^  H^^^^  you  called  it  to  their  attention  to  have  it 

^^Mr'^UpsTEiN.  The  matter  was  brought  to  my  attention.  I dis- 
cussed  it  with  our  field  office  and  instructed  them  to  take  the  matter 

UP  with  the  proper  officials  in  the  State  of  Michigam  WRot 

^SaVatorFERiusoN.  What  was  the  violation  in  Michigan?  What 

'^^Mr^EpsTmN.^'t^^^^^  w'ould  rather  put  it  in  terms  . 

Senator  Ferguson  (interposing).  \Miat  were  they  doing,  put  it 

*^^Mi^  ?:pstein.  The  information  which  I received  w'as  that  the  so- 
called  speciallv  designated  distributors,  1 believe  they  are  called  were 
iTed  to  purchase  from  the  State  authority  certain  quantities  of  rum 
and  brandies  and  gin,  and  other  items,  as  a condition  of 
whisky— which,  wmuld  appear  to  be  a tie-in  agreement  or  a condition, 
a sale  of  whisky  on  condition  that  some  other  commodity  is  purchased, 
and  which  appears  to  be  contrary  to  our  regulations. 
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Senator  Fergusox.  Didn’t  it  go  even  further  than  the  special  dis- 
tributors, didn’t  it  go  to  certain  class  C licensees, hotels  and  restaurants? 
Mr.  Epstein.  I have  no  knowledge  of  that. 

Senator  Ferguson.  You  just  heard  that  it  went  to  the  speciallv 
designated  distributors? 

Mr.  Epstein.  Yes.  I instructed  our  office  in  Michigan  to  com- 
municate with  the  State  officials  to  see  if  that  problem  could  not  be 
solved.  \Ve  are  certainly  not  desirous  of  bringing  any  action,  legal 
action,  against  the  State  of  Michigan,  or  any  of  its  agencies. 

Senator  Ferguson.  You  mean  by  that  that  you  won’t  treat  it  as  a 
violation  even  though  it  is  a violation  because  the  State  does  it? 

!Mr.  Epstein.  I didn’t  say  that.  e would  much  prefer  to  adjust 
the  difficulty. 

Senator  Ferguson.  You  come  down  to  this  same  discretion  that 
we  were  talking  about,  that  you  would  play  safe  with  a State,  or 
with  an  official  of  the  State,  whereas  with  an  individual  vou  wouldn’t- 
is  that  it?  ‘ ’ 

Mr.  Epstein.  Well,  Senator,  I think  that  in  certain  respects  the 
sovereign  States  of  our  Republic  are  in  somewhat  a different  position 
from  ordinary  individuals. 

Senator  Ferguson.  1 just  want  your  view. 

Mr.  Epstein.  Yes,  surely. 

Senator  Ferguson.  And  if  a State  official  violates  the  law  you 
would  be  inclined  to  slap  him  on  the  wrist  and  say  not  to  do  it  again; 
but  you  would  prosecute  an  individual?  ’ 

. ^ ^^ffi  I a 1 , you  mean  acting  in  his  official 

capacity? 

Senator  Ferguson.  Yes. 

Ml-.  Epstein.  Action  with  reference  to  an  official  in  the  State  of 
Michigan  and  not  in  his  individual  capacity,  just  because  he  happens 
to  be  a State  official 

Senator  Ferguson.  Have  you  heard  of  any  other  States  that  arc 
violating  the  law? 

Mr.  Epstein.  That  is  the  only  one  I know  of  offhand.  We  have 
had  some  instances  where  we  have  brought  injunction  suits  against  a 
State.  I believe  one  was  brought  down  in  Texas. 

Senator  Ferguson.  Going  back  to  Michigan — you  could  hardly 
blame  a druggist,  who  is  a salesman,  really,  for  the  State,  if  he  was 
crowded  by  the  State  and  compelled  to  buy  rum  and  gin  to  get  a bottle 
of  whisky,  you  could  hardly  blame  him  for  making  his  customer  take  a 
certain  package,  could  you? 

Mr.  Epstein.  I think  the  difficulty  definitely  should  be  remedied  at 
the  source. 

Senator  Ferguson.  You  mentioned  something  here  about  doctored 
books.  Can  you  tell  from  the  books  that  they  have  been  doctored? 

Mr.  Epstein.  Sometimes  we  can  and  have  devised  other  techniques 
for  ascertaining  the  payment  of  money  on  the  side. 

Senator  Ferguson.  Do  you  settle  where  you  find  a man  has  doc- 
tored his  books? 

Mr.  Epstein.  No.  Our  policy  is  definitely  not  to  settle  those  cases 
but  to  bring  criminal  prosecution  in  any  case  which  shows  a clear, 
willful  or  flagrant  violation.  ’ 

Senator  Ferguson.  Now,  tell  us  about  the  Texas  case. 
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Air.  Epstein.  Well,  it  is  a little  beside  the  point,  but  the  situation 
arose  down  there  concerning  an  apparent  conflict  between  State  and 
Federal  law,  in  which  the  sheriff,!  believe  it  was,  was  required  to  auc- 
tion certain  property  which  had  come  into  the  possession  of  the  State 
through  confiscation  and  other  means,  auction  it  off  to  the  highest  bid- 
der which,  of  course,  might  have  been  in  excess  of  the  maximum  prices. 

Senator  Ferguson.  That  is  a confiscation  sale. 

Mr.  Epstein.  Yes.  I think  it  was  that  type  of  sale.  The  officials 
here  were  in  no  way  hostile  but  merely  wanted  to  be  protected  so  that 
they  could  not  be  charged  for  violating  the  State  law. 

^ 1 believe  that  injunction  suit  was  brought  to  enjoin  the  sale  at  prices 

in  excess  of  the  ceiling  prices.  I believe  the  injunction  was  obtained. 
1 mentioned  that  in  response  to  your  question  whether  or  not  there 
were  any  othei-s. 

Senator  Ferguson.  That  is  the  only  other  State? 

Mr.  Epstein.  That  is  the  only  one  I know  offliand.  There  may 
be  others. 

Senator  Wherry.  Do  you  have  anything  to  do  with  the  allocation 
of  goods? 

Mr.  Epstein.  No. 

The  Ch.\irm.\.n.  What  law  school  did  you  graduate  from? 

Mr.  Epstein.  From  the  University  of  California. 

The  Ch.\irm.a.n.  Are  you  a native  of  California? 

Mr.  Epstein.  Yes,  I am  a native  of  Los  Angeles. 

The  Ch.\irman.  Air.  Alattice,  any  other  questions? 

Air.  AI.^ttice.  Nothing  further  with  this  witness. 

The  Ch.urm.\n.  Thank  you  very  much. 

TESTIMONY  OF  JAMES  F.  BROWNLEE,  DEPUTY  PRICE  ADMINIS- 
TRATOR, OFFICE  OF  PRICE  ADMINISTRATION 

(Witness  duly  sworn.) 

Air.  alattice.  You  may  give  your  name.  Air.  Brownlee. 

t Air.  Brownlee.  James  F.  Brownlee. 

Air.  AIattice.  And  your  position. 

Air.  Brownlee.  Deputy  Administrator  of  Price,  Office  of  Price  Ad- 
ministration. 

» Air.  AIattice.  How  long  have  you  been  Deputy  Price  Administra- 

tor? 

Air.  Brownlee.  Since  August  16,  1943. 

Air.  AIattice.  Had  you  any  connection  with  the  agency  before  that 
time? 

Air.  Brownlee.  Prior  to  that  time  I was  Director  of  Transportation, 
War  Food  Administration. 

Air.  AIattice.  The  Department  of  Agriculture? 

Air.  Brownlee.  Yes.  Since  Alay  of  1943. 

Alay  I make  a statement  for  the  record,  Air.  Alattice? 

Air.  AIattice.  Yes,  sir. 

Air.  Brownlee.  I would  like  to  say,  so  that  there  may  be  no  mis- 
understanding, that  prior  to  the  time  that  I came  with  the  War  Pro- 
duction that  I had  been  general  manager  of  the  Lawrence  Jones  Prop- 
erties in  Louisville,  Ky.,  which  consisted  of  several  companies  of 
various  types,  among  vdiich  was  the  Frankfort  Distillers,  of  which  I 
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was  president;  that  at  the  time  I became  Deputy  Administrator  of  the 
Office  of  Price  Administration  I resigned  my  connection  with  that 
company. 

Senator  herry.  Is  that  company  in  existence  now? 

Mr.  Brownlee.  It  is  in  corporate  existem;e.  It  was  sold  to  Sea- 
gram some  time  in  October. 

Senator  Wherry.  Last  year? 

Mr.  Brownlee.  Yes;  BM3. 

The  Chairm.\n.  Did  you  have  anything  to  do  with  tlie  makino'  of 
that  sale? 

Mr.  Brownlee.  Nothing  beyond  going  down  when  the  sale  was 
ready  for  consummation. 

The  Chairman.  You  didn’t  promote  the  sale? 

Mr.  Brownlee.  No,  sir. 

Senator  F erguson.  When  did  you  resign? 

Mr.  Brownlee.  August  16,  1943. 

Senator  Ferguson.  The  sale  took  place  after  that? 

Mr.  Brownlee.  October — yes,  sir. 

Senator  Ferguson.  But  you  had  something  to  do  with  the  sale? 

Mr.  Brownlee.  I went  down  at  the  final  consumation  of  the  sale; 
yes,  sir. 

The  Chairman.  What  did  Seagram  pay  for  it? 

Mr. Brownlee.  $43,000,000. 

The  Chairman.  What  was  the  capacity  of  it? 

Mr.  Brownlee.  The  distilling  capacity? 

Tlie  Chairman.  Yes. 

Mr.  Brownlee.  I think  we  were  making  about,  in  the  normal  year, 
about  8,000,000  gallons  a year. 

Senator  Ferguson.  Were  you  making  alcohol  for  the  Government? 

Mr.  Brownlee.  They  had  made  no  whisky  since  the  summer  of 
1942  and  had  made  no  whisky  in  the  Baltimore  distillery  since  early 
in  1942. 

Senator  Ferguson.  But  they  were  making  neutral  spirits  for  the 
Goyernment? 

Mr.  Brownlee.  Yes. 

Senator  Ferguson.  How  much  whisky  had  you  on  hand  when  it 
was  sold? 

M Brownlee.  About  four  hundred  and  thirty  or  four  hundred  and 
forty  thousand  barrels. 

Senator  Ferguson.  Of  various  kinds? 

Mr.  Brownlee.  Yes;  either  bourbon  or  rye. 

Senator  Ferguson.  Did  they  buy  it  for  tlie  whisky  or  for  the  capac- 
ity that  you  had,  would  you  say? 

Mr.  Brownlee.  Well,  I would  guess  that  they  bought  it  for  the 
whisky.  Senator,  and  probably  they  also  had  some  interest  in  the 
brands,  I would  guess. 

The  Ch.\irman.  Those  whiskies  were  of  different  ages? 

Mr.  Brownlee.  Yes. 

The  Chairman.  How  much  over  4 years  old? 

Mr.  Brownlee.  Well,  1 would  rather  not  answer  that  without  the 
record.  They  were  approximately  equal  inspections. 

Senator  Wherry.  Mr.  Brownlee,  when  they  sold  the  distillery,  did 
you  sever  your  connections  completely,  or  do  you  still  have  an  interest 
in  it? 
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Mr.  Brownlee.  I have  no  interest  of  any  kind. 

Senator  Wherry.  No  ownership  of  any  stock,  or  anythin^. 

Mr.  Brownlee.  No,  sir. 

The  Chairman.  You  are  not  a dollar-a-\  eai  man . 

Mr  Brownlee.  No;  I am  paid  by  the  GovernmenC 

The  Chairm.\n.  What  are  your  functions  as  depiitv.^ 

Mr  Brownlee.  I have  charge,  general  charge  of  all  price  func  tions 
The  Chairman.  Including  liquor 

' The  ChmrwS:  You  heard  the  two  gentlemen  testify  here  yester- 

^^M^^Brownlee  1 didn’t  hear  this  morning’s  testimony,  sir.  I 
didn’t  hear  anything  except  the  last  part  of  the  afteniooii  testimony. 
'The  Chairman.  You  heard  Mr.  Epstein. 

Mr.  Brownlee.  Part  of  it ; yes. 

The  Chairman.  Do  you  subscribe  to  his  statements. 

The  Chairman.  Do  you  subscribe  to  the  statement  that  these  new 
labels-I  wiirnot  call  them  brands-new  hffiels-are  largely  to  get 

more  monev  for  the  same  quantit}^  of  liquoi  i -ti  +v  » 

Mr  Brownlee.  I think  that  this  industry,  m common  with  other 

industries  has  practised  upgrading,without  any  question.. 

The  Chairman.  Are  you  in  a position  to  give  us  your  idea  about 
vacation  so  that  the  distillers  have  a few  days  a month,  ha,ve  a vauation 
of  2 or  3 weeks,  similar  to  that  in  Canada,  to  make  whisky,  Mhether 

“‘Mr  obviously  tbe  flrat  question  would  bo  wboth- 

er  the  capacitv  of  the  distillers  is  neecled  for  war  production,  and  if  so, 
it  seems  to  me  there  is  no  question  as  to  whether  they  should  have  a 

" "ith  the  fact  that  the  Govern- 

ment owns  four  big  distilleries,  put  un  for  the  purpose  of  makmg  m- 
i dustrial  alcohol,  and  that  not  one  of  them  is  cvTirking  todaj  . 

‘'m;  Brownlee,  No,  sir  I did  not  know  what  the  status  of  those 

distilleries  was.  , i i i i 

Mr  Mattice.  Those  were  methyl  alcohol  plants.  , . . 

r The  Chairman.  Have  vou  any  general  suggestions  or  advice  to  give 

to  tills  committee  as  to  what  new  legislation  is  necessary  if  any , or  what 
ou<^ht  to  be  done  in  the  way  of  regulation  of  the  industry  • , t 

Senator  Wherry.  Before  he  answers  that,  Mr.  Chairman,  may  I 
get  back  to  another  questioiC  I didn’t  know  you  were  going  to  leave 

S«m?o^^^^HERRY^^  Y^^^^  a holiday  would  depend  upon  the  ca- 
pacity of  the  plants  to  distill  alcohol  for  war  purposes.  In  your  de- 
Dartment  vou  know  something  about  the  food  situation,  too 

ToXxon  say  that  if  the  distillers  have  the  capacity  to  make  more 
alcohol  tlmii  was  needed  for  war  purposes  that  you  would  be  justified  m 

taking;  grains  to  distill  alcohol  for  beverage  purposes. 

Mr^  Brownlee.  I wouldn’t  want  to  make  aip^  general  statement 
on  tLt,  Senator.  It  depends  on  the  extent  of  tl.e  shortage  of  the 
grains  and  what  they  were  being  used  for. 

92968—44 — pt.  2 IT 
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T Senator  Wherry.  I thought  that  maybe  because  of  your  experience 
you  might  give  us  some  idea  along  that  line. 

f Mr.  Brownlee.  Well,  of  course,  if  the  feed  situation  is  as  tight  as 
we  are  told  it  is,5why,  I think  that,  obviously,  the  livestock  of  the  coun- 
try, keeping  it  alive,  must  come  ahead  of  making  whisky. 

Senator  Wherry.  Do  you  know  whether  it  is  contemplated  to  pro- 
duce alcohol  from  petroleum  products  to  a greater  extent  than  is  now 
being  done? 

Mr.  Brownlee.  I am  not  familiar  as  to  that. 

Senator  Wherry.  That  is  all  I have  Mr.  Chairman. 

The  Chairman.  What  do  you  think  about  rationing? 

Mr.  Brownlee.  Well,  in  relation  to  price  or  in  relation  to  the  gen- 
eral picture? 

The  Chairman.  The  general  picture. 

Mr.  Brownlee.  Obviously  rationing  is  sonjething  that  the  agency 
is  not  anxious  to  take  over. 

The  Chairman.  I am  asking  you  as  a former  expert  in  whisky. 

Mr.  Brownlee.  May  I answer  that  first  from  the  viewpoint  of  the 
Office  of  Price  Administration?  The  Office  of  Price  Administration 
is  not  anxious  to  take  it  on.  It  is  a complicated  procedure.  We 
have  always  felt  that  except  as  it  helps  the  war  effort  to  ration,  that 
it  was  something  tliat  we  should  keep  out  of.  I am  a little  out  of  my 
province,  because  Colonel  Houston  has  the  .same  capacity  there  in 
regard  to  rationing  as  1 have  to  price.  But  1 think  he  would  agree. 

Wliisky  not  being  a necessity  for  the  prosecution  of  the  war,  I 
tliink  the  agency  would  rather  not  be  in  it. 

As  to  rationing,  I frankly  don’t  know  the  basis  on  which  the 
distilleries  rationed.  Bliether  it  would  chang(!  the  picture  very  much 
if  you  had  official  rationing,  versus  voluntary  rationing,  1 don’t  know. 

Senator  Wherry.  How  did  you  do  it  down  there? 

\Ir.  Brownlee.  Back  in  September  1942,  maybe  August  1942, 
it  was  fairly  obvious  that  there  was  going  to  be  cessation  of  dis- 
tillation for  some  time.  This  has  nothing  to  do  with  any  other 
company.  I don’t  know  how  they  rationed. 

B e divided  our  whiskies  into  five  parts  and  our  spirits  into  two  parts 
and  decided  to  sell  out  the  whisky  at  the  rate  of  one-fifth  a year  and  the 
spirits  at  the  rate  of  one-half  a year.  We  sold  the  brands  on  the 
exact  historical  background  B"e  sold  the  same  proportion  that  we 
had  sold  in  the  past  years  and  allocated  it  in  that  way — and,  of  course, 
did  not  put  out  any  new  brands  and  did  not  change  any  prices. 

Senator  Wherry.  Do  you  know  whether  when  this  other  firm  took 
over,  they  continued  on  that  same  basis? 

Mr.  Brownlee.  I couldn’t  say. 

Senator  Wherry.  Do  you  know  whether  those  dealers  to  whom  you 
distributed  that  liquor  are  now  gettinsr  their  proportionate  share? 

Mr.  Brownlee.  I know  nothing  about  the  operation.  I might  say 
that  they  could  not  allocate  on  that  same  basis  because  two  of  those 
brands  were  spirit  brands  and  the  spirits  were  exhausted  or  practically 
exhausted. 

Senator  Wherry.  How  long  would  they  have  lasted  you? 

Mr.  Brownlee.  The  whisky  would  have  lasted  5 years  and  the 
spirits  would  have  lasted  2 years. 

Senator  Wherry.  On  that  basis  you  could  have  taken  care  of  your 
normal  trade  to  the  regular  channels  for  a 5-year  period? 
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Mr.  Brownlee.  No.  B"e  could  have  taken  care  of  the  trade  on 
Four  Roses  and  Paul  Jones,  which  were  blends  of  straight  whisky,  and 
could  have  taken  care  of  the  trade  on  the  other  brands  for  2 years.  At 
the  same  time  the  plan  was  that  we  would  put  the  whisky  we  were 
using  in  two  spirit  brands  into  increased  amounts  of  straight  whisky. 

Senator  "Wherry.  Bliat  proportion  of  your  volume  was  included 
in  those  two  brands? 

• Mr.  Brownlee.  About  55  percent,  I think,  in  the  two  brands, 
and  45  percent  in  the  other. 

Senator  Wherry.  So  that  55  percent  of  your  trade  could  have 

$ been  served  for  5 years? 

Mr.  Brownlee.  All  of  our  trade  would  have  been  served  with 

55  percent  of  our  volume. 

Senator  W’^herry.  Yes;  on  those  two  brands;  and  2 years  on  the 
balance  of  it. 

Mr.  Brownlee.  Yes. 

Senator  Ferguson.  Do  you  know  what  may  be  now  wrong  with 
the  sale  and  distribution  of  intoxicating  liquor  in  America  today? 

Air.  Brownlee.  It  seems  to  me  inevitable  that  at  a time  when 
production  has  completely  ceased  you  would  have  some  dislocation 
in  the  volume  of  the  business.  I think  that  couldn’t  mean  anything 
except  that  you  are  either  going  to  sell  all  of  these  companies  out  of 
business  in  a reasonable  length  of  time,  or  to  the  point  where  even  if 
the  war  ended  you  would  have  a tremendous  gap  in  your  inventory, 
or  they  must  go  to  some  form  of  modified  selling. 

I think  the  second  thing  that  is  probably  wrong  with  the  supply  of 
whisky  is  the  fact  that  the  demand  is  so  much  greater  than  it  used  to 
be.  Consequently  the  actual  situation  probably  looks  shorter  than 
it  would  on  the  basis  of  just  what  is  being  sold. 

Senator  Ferguson.  Do  you  know  of  any  remedy  for  what  is  wrong 

with  it? 

Air.  Brownlee.  In  my  opiniom,  it  is  the  natural  outcome  of  the 
necessitv  of  stopping  production. 

Senator  Ferguson.  You  don’t  think  the  tendency  toward  monopoly 

* has  anything  to  do  with  the  situation  today? 

Air.  Brownlee.  Bdl,  so  far  as  I know,  I would  think  that  these 
monopolies,  as  you  call  them,  are  going  to  continue  to  preserve  their 

f brands  in  approximately  the  same  way,  and  I would  doubt  wdiether  any 

small  company,  let  us  say  a company  like  Frankfort,  could  have  taken 
a much  different  course  than  it  did,  which  nieant  a limitation  of  sales 
from  the  1942  basis  down  to  the  1941  basis,  and  still  have  been  in 
busine.ss  in  a few  years. 

Senator  Ferguson.  Do  you  know  the  reason  for  the  sale  of  the 
Frankfort  Distilleries? 

Air.  Brownlee.  The  sale  was  caused  primarily  by  the  death  of 
Lawrence  Jones,  all  of  whose  estate  was  involved  in  nonlisted  com- 
panies, all  privately  owned  and  operated  companies,  and  the  tax 
demands  were  fairly  great  on  the  estate. 

Senator  Ferguson.  It  was  not  a situation  of  needing  the  money ? 

Air.  Brownlee.  Had  nothing  to  do  w'ith  it.  The  company  was 

doing  well.  • i i • 

Senator  Ferguson.  It  w^as  a company  that  had  no  interlocking 

directorate? 
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Mr.  Brownlee.  Completely  independent.  Owned  largely  by  a 
few  men  and  with  no  relationship  with  any  other  company. 

Senator  Ferguson.  You  don’t  see  anything  that  the  monopolizing 
may  bring  about,  any  evils  in  the  business. 

Mr  Brownlee.  Not  offhand,  sir.  I mean,  a ny  more  than  unless  you 
think  bigness  is  an  evil — which  I have  no  opinion  on. 

Senator  Ferguson.  I wanted  your  opinion,  you  having  been  in  the  ^ ^ 

business. 

Mr.  Brownlee.  That  is  right. 

The  Chairman.  What  do  you  think  about  Schenley’s  going  to  Cali- 
fornia and  buying  up  all  the  big  vineyards,  and  to  Milwaukee,  and  ^ ' 

paying  $6,000,000  for  a brewery?  Don’t  you  think  that  tends  toward 
monopoly? 

Mr.  Brownlee.  It  certainly  tends  towards  bigness.  I have  no 
opinion  on  it  as  a management  proposition.  Frankfort  didn’t  happen 
to  want  to  do  it. 

The  Chairman.  I know  Frankfort  didn’t,  but  Schenley  and  the  other 
three  big  distillers  are  doing  it,  and  it  is  the  theory  of  one  member  of 
this  committee  at  least  that  it  is  the  ambition  of  those  four  big  distil- 
lers to  monopolize  not  only  the  production  and  sale  of  whisky,  but  of 
wines  and  beer  in  this  country.  Have  you  any  opinion  on  that? 

Mr.  Brownlee.  No,  sir. 

Senator  Wherry.  Following  out  that  line  of  questioning  about  the 
urchase  of  those  distilleries,  you  stated  that  you  didn’t  look  with  favor 
upon  consumer  rationing. 

Mr.  Brownlee.  I mean  governmental  consumer  rationing. 

Senator  Wherry.  Yes. 

Mr.  Brownlee.  I was  speaking  as  Deputy  Administrator  of  O.  P.  A. 

Senator  Wherry.  Yes.  What  are  you  going  to  do  with  the  cus- 
tomers of  Frankfort  Distilleries  if  Seagi’am  takes  that  merchandise 
and  puts  it  out  through  their  channels  under  their  own  brand? 

What  will  become  of  Four  Roses  and  the  other  brands;  will  they 
continue  to  serve  those  dealers?  Unless  they  do,  where  will  they  get 
their  merchandise?  I am  speaking  of  those  who  depended  on  your  * ^ 

distillery  for  their  merchandise. 

Mr.  Brownlee.  As  I undei-stand  it,  the  Frankfort  sales  organ-  ' 

ization  will  be  continued  as  a unit.  I have  no  official  knowledge 
about  that,  but  that  is  my  understanding,  and  that  it  will  continue  ^ f 

to  distribute  those  brands  through  those  distributors. 

Senator  Wherry.  Well,  if  they  wanted  to  get  the  goods,  they  I 

wanted  it  to  supply  their  needs.  j 

Mr.  Brownlee.  Yes. 

Senator  Wherry.  They  are  not  taking  on  any  new  customers.  j 

And  won’t  this  centralization  or  tendency  to  monopoly  that  the 
chairman  speaks  about  tend  to  disrupt  the  ordinary  merchandising  of 
these  smaller  distilleries  to  the  trade  they  formerly  had  to  such  an 
extent  that  you  do  not  get  the  proper  allocation  of  goods? 

Mr.  Brownlee.  I understand  that  that  is  the  case.  They  are  going 
to  sell  through  the  same  organization,  through  the  same  personnel 
organization,  and  sell  the  same  brands. 

Senator  Wherry.  The  same  brands,  like  you  would  have  done? 

Mr.  Brownlee.  Yes.  It  wouldn’t  seem  advisable  to  take  a brand 
as  valuable  as  Four  Roses  and  just  tlnow  it  out.  I 
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Senator  Wherry.  If  they  do  not  do  that,  and  if  these  dealers,  these 
distributors  that  have  depended  on  those  brands — how  are  you  going 
to  get  liquor  to  them? 

Air.  Brownlee.  Of  course,  as  a matter  of  fact,  very  few  distributors 
serve  only  one  distiller.  Most  of  the  Frankfort  distributors  would 
perhaps  also  have  a Seagram  line,  or  a Schenley  line,  .or  some  other 
Kne — Hiram  Walker,  or  a local  Kentucky  line. 

Senator  Wherry.  Well,  here  is  a retail  dealer  that  had  Four  Roses 
and  had  another  brand,  he  built  his  trade  on  certain  brands  of  blended, 
whisky.  Now,  those  from  whom  he  purchased  those  supplies  sell  out. 
'This  man  has  to  look  to  other  sources  of  supply  in  order  to  get  mer- 
chandise. 

The  point  I am  making  is  this:  Do  you  feel  that  there  has  been  so 
much  of  that  done  that  we  are  not  getting  the  proper  allocation  of  the 
goods?  I mean,  will  these  retailers  continue  to  get  those  brands  or 
will  they  continue  to  get  liquor?  It  seems  to  me  that  that  causes  a 
lot  of  black  marketing.  Are  they  being  deprived  of  the  merchandise 
to  which  they  otherwise  would  be  entitled  if  the  sales  were  not 
made? 

Air.  Brownlee.  It  seems  to  me  whether  he  sells  it  through 
the  same  wholesaler  is  probably  not  important.  The  retailer  buys 
from  other  wholesalers.  So  if  this  wholesaler  gets  more  of  one  brand 
and  less  of  another,  the  retail  trade  will  still  get  somewhere  near  the 
same  amount  of  whisky. 

Senator  Wherry.  Did  I understand  you  to  say  that  you  are  not 
in  favor  of  the  rationing  of  any  commodity  unless  it  has  a direct 
beaiing  on  the  war  effort? 

Air.  Brownlee.  Unless  it  would  improve  the  distribution  of  an 
item  which  is  necessaiy  to  the  war  effort. 

Senator  Wherry.  Do  you  think  we  could  carry  on  with  a self- 
imposed  rationing  plan  and  get  the  proper  allocation  of  goods  to  the 
public  as  well  as  with  the  other  type  of  rationing? 

Air.  Brownlee.  No.  I thmk  you  would  get  evener  distribution 

with  governmental  rationing. 

Senator  Wherry.  Do  you  think  you  would  get  enough  more,  that 
is,  so  that  it  would  be  more  practical? 

Air.  Brownlee.  Well,  I think  that  definitely  you  get  evener 

rationing  to  the  public. 

Senator  Wherry.  Could  you  eliminate  the  black  market,  or  to  a 
greater  degree,  by  consumer  rationing  over  self-imposed  rationing 
by  the  industry? 

Air.  Brownlee.  Probably  you  could  best  answer  that  in  relation 
to  the  total  supply.  Perhaps  you  can  answer  that  with  relation  to 

the  monopoly  States.  . . . 

Senator  Wherry.  Isn’t  there  a lot  of  bootlegging  going  on  m the 

monopoly  States  now?  i 

Mr.  Brownlee.  Probably,  although  I have  no  definite  knowledge 

OD  it.  ...... 

Senator  Wherry.  Do  you  know  whether  m this  centralization 

Seagram  has  acquired  any  other  distilleries  outside  of  yours? 

Mr.  Brownlee.  Yes,  I understand  they  have 
Senator  Wherry.  You  don’t  know  how  many? 

Mr.  Brownlee.  No. 
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Senator  W herey.  Do  you  know  the  names  of  any? 

Mr.  Brownlee.  No.  I know  there  are  two  in  Kentucky,  small 
ones.  I have  forgotten  which  they  are.  And  I assume  there  are 
others. 

Senator  Wherry.  "Wliy  are  they  buying  those  distillers  out  if  the 
thing  is  shutting  do^vn  and  there  is  no  future  to  it,  why  are  they 
buying? 

Mr.  Brownlee.  For  two  reasons,  I assume.  For  one  thing,  they 
probably  think  they  can  make  money. 

Senator  Wherry.  How  can  they  make  money  by  buying  a plant 
that  cannot  distill  any  more  alcohol  for  beverage  purposes? 

Mr.  Brownlee.  It  happens  in  this  industry  the  ability  of  a dis- 
tiller to  make  money  depends  on  whether  he  has  inventory  and  plants. 
And  in  the  case  of  Frankfort  they  probably  felt  they  could  make 
money  out  of  the  sale  of  that  inventory  and  continue  the  plant. 

Senator  Wherry.  How  can  they  do  that  under  ceiling  prices? 

Mr.  Brownlee.  Frankfort  made  money. 

Senator  Ferguson.  What  dividends  were  you  paying  on  the 
$43,000,000? 

Mr.  Brownlee.  That  $43,000,000  was  the  sales  value. 

Senator  Ferguson.  Yes. 

Mr.  Brownlee.  We  were  paying  80  cents  a share  a year  and  there 
were  975,000  shares,  roughly. 

Senator  Brownlee.  What  would  that  be  on  the  basis  of  $43,000,000? 

Mr.  Brownlee.  That  would  have  been  about,  say,  $750,000  a year. 
Whatever  percentage  of  $43,000,000  that  is.  Two  or  three  percent. 
I can  get  it  if  you  want  it.  About  2 per  cent. 

Senator  Ferguson.  Now,  it  would  be  possible  for  the  company  that 
bought  your  company  to  take  your  whisky,  that  you  had  in  barrels, 
put  it  in  their  brands  that  sold  for  a greater  price  than  Four  Roses  and 
Paul  Jones,  and  thereby  make  considerable  money  along  that 
line? 

Mr.  Brownlee.  Frankfort’s  brands  had  always  been  in  the  upper 
scale  of  prices — those  two  brands. 

Senator  Ferguson.  So  no  company  could  hope  to  put  that  whisky 
in  another  brand  name  and  make  any  money? 

Mr.  Brownlee.  No. 

Senator  Ferguson.  They  couldn’t  have  that  purpose? 

Mr.  Brownlee.  No. 

Senator  Ferguson.  Here  is  a thing  that  sometimes  bothers  people. 
You  use  whisky  out  of  the  same  barrel,  the  same  liquor  to  make  two 
blends. 

Mr.  Brownlee.  That  is  sometimes  so,  yes. 

Senator  Ferguson.  Four  Roses  and  Paul  Jones  may  come  out  of 
the  same  barrel? 

Mr.  Brownlee.  They  couldn’t  for  one  reason.  They  might  even- 
tually, if  you  didn’t  use'^that  barrel. 

Senator  Freguson.  They  were  different  ages? 

Mr.  Brownlee.  Thej'^  were  blends  of  straight  whisky  and  dif- 
ferent ages,  and  also  different  formulas,  as  between  the  amount  of 
bourbon  made  with  one  base,  and  malt,  whisky,  and  so  forth. 

Senator  Ferguson.  But  under  our  method  of  making  whisky  a 
company  could  buy  one  distiller’s  whisky  and  use  that  whisky  to 
make  a different  blend? 


LIQUOR  INDUSTRY 


591 


Mr.  Brownlee.  Yes.  The  Frankfort  whisky  might  taste  different 
than  a Seagram  distillation,  but  if  the  public  likes  the  taste  as  well, 
or  didn’t  care,  why,  they  could  do  it. 

Senator  Wherry.  On  that  sale  for  $43,000,000,  I always  think 
there  is  some  reason  why  they  wanted  to  get  hold  of  that  stock. 

Mr.  Brownlee.  I have  wondered  about  it  myself. 

Senator  Wherry.  Was  there  any  goodwill  in  the  sale? 

Mr.  Brownlee.  Yes,  sir.  The  net  assets  to  the  Frankfort  Dis- 
tilleries at  that  time  were  $37,500,000,  and  the  company  since  pro- 
hibition had  spent  about  $27,000,000  in  advertising.  We  put  a 
price  on  the  distillery  of  $43,000,000,  which  represented  a residue 
left  of  that  advertising  goodwill  of  25  percent. 

Senator  Wherry.  The  difference  between  that  $37 ,500,000  and  what 
it  actually  brought  was  goodwill? 

Mr.  Brownlee.  Yes. 

Senator  Wheery.  And  they  would  have  to  continue  the  brand  of 
Four  Roses  then  in  order  to  get  their  money  back? 

Mr.  Brownlee.  I woidd  think  so.  I don’t  think  they  would  want 
to  discontinue  it.  It  is  a valuable  brand. 

The  Chairman.  The  Frankford  Distilling  Co.  sold  out  to  Seagram. 
What  are  the  mechanics  there? 

Mr.  Brownlee.  They  bought  the  stock? 

The  Chairman.  They  bought  all  the  stock? 

Mr.  Brownlee.  They  bought  upwards  of  95  percent  of  it. 

The  Chairman.  Ninety-five  percent  of  the  stock? 

Mr.  Brownlee.  Yes. 

The  Chairman.  And  did  Frankford  Distilleries  compete  with  Sea- 
gram. 

Mr  Bronlee.  Always  has. 

The  Ch.airman.  Can  you  tell  me  how  they  get  around  section  7 of 
the  Clayton  Act — ^buying  the  stock  of  a competing  company? 

Mr.  Brownlee.  I don’t  know  anything  about  the  law,  sir. 

Senator  Ferguson.  The  law  relative  to  the  interlocking  of  direc- 
torates. 

Mr.  Brownlee.  There  was  no  interlocking. 

Senator  Ferguson.  No,  but  when  they  buy  it  out,  buy  all  but  5 
percent  of  the  stock,  the  directors  all  resign,  and  then  Seagram’s 
goes  in. 

Mr.  Brownlee.  That  is  right. 

Senator  Ferguson.  That  makes  an  interlocking  directorate  between 
the  old  Seagi’am  Co.  and  the  new  Frankfort  Co.  Do  j'^ou  l<now  what 
the  Tax  Division  has  done  when  the  law  says  they  shall  look  into  those 
things  and  see  whether  it  interferes  with  competition? 

Mr.  Brownlee.  No,  I do  not. 

Senator  Ferguson.  This  sale  did  interfere  with  competition  because 
here  was  a competing  plant.  Isn’t  that  true? 

Mr.  Brownlee.  Yes,  that  is  true. 

Senator  Ferguson.  And  they  secm'ed  95  percent  of  the  capital 
stock. 

Mr.  Brownlee.  Seagram’s  made  an  offer,  as  I understand  it,  for 
$43.50  a share.  Any  stockholder  was  free  to  take  that  offer  or  not. 
It  apparently  looked  like  a good  offer  to  most  of  them.  1 understand 
that  95  percent  or  more  has  been  sold  to  Seagram. 
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Senator  Wherry.  I want  to  get  this  riglit.  Fifty-five  percent  of 
the  stock  on  hand  would  have  gone  into  tlie  manufacture  of  Four 
Roses  and  Paul  Jones;  is  that  right? 

Mr.  Brownlee.  That  is  right.  The  stock  on  hand  at  what  time? 

Senator  Wherry.  Wlien  you  made  the  sale. 

Mr.  Brownlee.  No,  more  than  that. 

Senator  Wherry.  I thought  you  said  55  percent. 

Mr.  Brownlee.  In  a normal  period  our  business  was  roughly  55 
percent — those  two  brands. 

Senator  Wherry.  Would  you  expect  Seagi'am  to  be  distributing 
Four  Roses  and  Paul  Jones  today  in  the  same  proportion  you  were? 

Mr.  Brownlee.  At  the  time  of  approximately  the  sale  I would 
assume  that  a considerably  greater  portion  of  Fraulcfort  sales  were  in 
those  two  brands  because  they  had  run  out  of  spirits,  and  I would 
guess  that  to  carry  on  Frankfort  distribution  that  their  business  on 
Paul  Jones  and  Four  Roses  would  be  greater  than  it  had  ever  been 
before. 

Senator  Wherry.  They  would  carry  out  your  policy  with  respect 
to  that? 

Mr.  Brownlee.  They  would  unless  they  thought  it  was  a bad 
policy  and  wanted  to  make  another. 

Senator  W’herry.  I guess  it  is  a dead  issue  now,  but  the  chairman 
was  interested  at  one  time  in  the  taking  out  of  storage  all  alcohol  over 
4 years  old.  W’hat  is  your  opinion  on  that? 

Mr.  Brownlee.  As  a distiller  I would  have  felt  badly  about  it. 

Senator  W HERRY'.  Why? 

^Ir.  Brownlee.  Because  on  this  line  of  whisky,  more  than  4 years, 
which  had  been  built  up  with  the  thought  that  it  should  be  sold  in  the 
ordinaiy  fashion,  5,  6,  7,  8 years  of  age,  whj',  you  would  have  forced 
out  immediately  a great  volume  of  that  whisky,  which  would  probably 
put  these  distillers  in  a gap  position  at  the  time  they  started  back  into 
production. 

Senator  Wherry'.  And  if  it  had  gotten  into  the  hands  of  the  con- 
sumers, or  the  purchasers,  you  think  that  would  have  been  unneces- 
sarily hard  on  the  distillers? 

Mr.  Brownlee.  From  the  distiller’s  viewjwint  it  would  mean  that 
at  some  point  he  would  feel  the  pinch  of  what  you  did  today. 

Senator  Ferguson.  I want  to  get  a few  more  facts  with  reference  to 
that  sale.  How  many  stockholders  were  there? 

Mr.  Brownlee.  About  270. 

Senator  Ferguson.  How  was  it  held? 

Mr.  Brownlee.  The  Jones  estate  held  about  40  percent  of  the 
stock,  as  I remember  it. 

Senator  Ferguson.  Had  they  any  connection  with  any  other 
distiller? 

Mr.  Brownlee.  No;  no  stockholder  had  any  connection  with  any 
other  distillery. 

Senator  Ferguson.  This  4 or  5 percent  that  was  not  purchased, 
was  that  because  they  wanted  more  than  $43.50  a share? 

Air.  Brownlee.  I don’t  know,  sir.  They  may  have  all  tinned  it  in. 

Senator  Ferguson.  Were  you  a stockholder? 

Mr.  Brownlee.  Yes.  I held  25,000  shares. 

Senator  Ferguson.  And  you  turned  yours  in? 

Mr.  Brownlee.  Yes. 
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Senator  Ferguson.  What  did  you  do  before  you  went  to  O.  P.  A.? 

Air.  Brownlee.  Immediately  before,  I was  Director  of  Transpor- 
tation of  War  Food  Administration. 

Senator  Ferguson.  'U’hat  about  the  transportation,  were  they  able 
to  transport  grain  to  the  distilleries,  and  so  forth,  was  there  any  con- 
flict on  that? 

Mr.  Brownlee.  Not  in  any  major  way,  as  far  as  keeping  them 
supplied. 

Senator  Ferguson.  As  far  as  the  Government  alcohol  was  con- 
cerned. 

Mr.  Brownlee.  That  is  right. 

Senator  Ferguson.  Do  I understand  the  same  distributor  handled 
the  Frankfort  Distillery  products  as  handled  the  Big  Four  products? 

Mr.  Brownlee.  As  far  as  I know  we  didn’t  have  any  exclusive  dis- 
tributors that  handled  nothing  but  Frankfort.  There  was  no  pattern 
on  it. 

Senator  Ferguson.  \Miat  was  the  name  of  the  association  there  in 
Kentucky? 

Mr.  Brownlee.  Kentucky  Distillers  Association. 

Senator  Ferguson.  ^\Tiat  was  that  composed  of  ? 

Mr.  Brownlee.  That  was  composed  of  a considerable  portion  of 
the  industry. 

Senator  Ferguson.  Frankfoi't  had  membership  in  it? 

Air.  Brownlee.  Yes. 

Senator  Ferguson.  Wasn’t  that  an  independent  organization? 

Air.  Brownlee.  No;  as  I remember  Seagram  also  was  a member  of 
it,  Scheidey  was  a member  of  it. 

Senator  Ferguson.  Did  you  get  your  membership  by  virtue  of 
a company? 

Air.  Brownlee.  Yes. 

Senator  Ferguson.  So  that  now  Seagram  would  have  Frankfort’s 
vote? 

Air.  Brownlee.  No.  As  I remember  the  set-up  Seagram  would 
now  have  one  vote  tlie  same  as  they  had  before. 

Senator  Ferguson.  Then  it  doesn’t  go  according  to  company? 

Air.  Brownlee.  No.  Well,  it  goes  according  to  companies.  It 
doesn’t  go  according  to  subsidiaries. 

Senator  Ferguson.  What  did  you  have  to  do  with  the  last  order 
to  fix  prices  on  whisky? 

Air.  Brownlee.  I read  it  and  signed  it  because  I thought  it  was 
tighter  price  control. 

Senator  Ferguson.  So  that  all  you  did  with  it  was  read  it  and 
sign  it? 

Mr.  Brownlee.  I intentionally  had  less  consultation  on  that 
order. 

Senator  Ferguson.  Wlio  actually  made  that  order? 

Mr.  Brownlee.  The  branch,  the  section. 

Senator  Ferguson.  Air.  Sanderson? 

Air.  Brownlee.  Yes. 

Senator  Ferguson.  They  would  be  responsible  for  that  particidar 
order? 

Air.  Brownlee.  Yes. 

Senator  Wherry.  Did  you  disqualify  yourself? 
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Mr.  Brownlee.  I signed  the  order,  and  I said  to  the  Administrator 
that  I was  sorry  I had  to  sign  it,  I said  my  name  shouldn’t  be  on  it,  and 
Mr.  Bowles  said,  “I  think  you  had  better  follow  the  usual  procedure,” 
and  I signed  it. 

Senator  Ferguson.  What  w'as  the  purpose  of  the  Kentucky  Dis- 
tillers Association? 

Mr.  Brownlee.  I would  say  from  the  viewpoint  of  taxation,  from 
the  viewpoint  of  public  relations,  and  any  other  matters  of  general 
interest  to  the  distillers. 

Senator  Ferguson.  I noticed  in  your  testimony  that  you  were 
very  careful  to  keep  the  question  of  anyone  else  having  anything  to 
do  with  the  self-rationing  by  the  Frankfort  Distillers.  Why  was  that? 

Mr.  Brownlee.  I didn’t  know  I was  careful.  I am  not  sure 
whether  I understand  your  question. 

Senator  Ferguson.  Didn’t  you  confer  with  any  other  company? 

Mr.  Brownlee.  No,  sir.  I think  the  Frankfort  rationing  was 
probably  put  on  among  the  first,  maybe  it  was  the  first. 

Senator  Ferguson.  The  Kentucky  Distillers  Association  had 
nothing  to  do  with  that? 

Mr.  Brownlee.  Nothing,  and  I would  doubt  whether — I think  I 
have  told  Mr.  Jones  what  the  basis  of  our  rationing  was,  but  certainly 
I have  never  told,  at  any  other  time,  what  the  base  was. 

Senator  W^herry.  W’’as  that  typical  in  the  industry? 

Mr.  Brownlee.  I know  as  much  about  them  as  they  would  know 
about  our  method. 

Senator  Ferguson.  Don’t  you  think  it  would  have  been  better  to 
fix  them  all  rather  than  to  have  those  sold  in  1942,  in  March,  keep 
their  own  price? 

Mr.  Brownlee.  I think  we  would  have  got  tremendous  criticism, 
not  only  from  the  distillery  business  but  in  general,  for  trying  to  re- 
model business  practice.  I know  of  no  other  way  that  we  could  have 
done  it  except  to  leave  those  brands  in  as  they  were. 

Senator  Ferguson.  Doesn’t  it  still  give  a big  advantage  to  new 
brands  to  be  able  to  go  into  a price  field  as  of  that  date  just  because 
they  have  a similar  mixture? 

Mr.  Brownlee.  Well,  not  under  our  last  regulation,  I wouldn’t 
think,  the  one  that  became  effective  January  6.  Those  prices  are 
probably  somewhere  near  the  average  of  that  grade,  of  that  proof  and 
type  of  whisky;  I don’t  see  that  there  could  be  any  great  advantage 
to  going  into  new  ones. 

Senator  Ferguson.  Do  you  think  now  that  you  have  a price  so 
that  you  discourage  any  new  brands? 

Mr.  Brownlee.  I am  not  trying  to  evatle  the  question.  I would 
say  that  at  the  present  time  that  that  order  is  a deflationary  order 
rather  than  an  inflationary  order. 

Senator  Ferguson.  You  can’t  see  any  advantage  of  going  to  a new 
brand,  taking  the  whisky  from  the  barrels  that  you  sold  and  putting 
a new  brand  on  it? 

Mr.  Brownlee.  No,  sir.  Let  me  instance  that.  One  of  the  Frank- 
fort brands  was  a very  cheap  brand.  Mattingly  & Moore. 

Senator  Ferguson.  There  will  be  no  more  Mattingly  & Moore 
whisky  put  out? 

Mr.  Brownlee.  There  was  only  one  reason  it  was  not  manufac- 
tured and  that  was  because  the  spirits  of  the  company  disappeared. 
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Senator  Ferguson.  Under  this  new  brand  order  no  one  would  put 
whisky  into  that  low-priced  brand. 

Mr.  Brownlee.  He  could  call  it  Mattingly  & Moore  and  put  on 
this  formula. 

Senator  Ferguson.  Wliat  was  the  fonnula? 

Mr.  Brownlee.  Twenty-seven  and  one-half  percent  4-year  old 
whisky  and  2^  percent  neutral  spirits. 

Senator  Ferguson.  One  hundred  proof? 

Mr.  Brownlee.  No;  I think  it  was  80  proof — 80  or  86. 

Senator  Ferguson.  Under  the  new  method  though  of  pricing  they 
would  still  put  it  in  that  brand. 

Mr.  Brownlee.  No;  not  if  you  wanted  to  get  the  most  money  for  it. 

Senator  Ferguson.  That  is  what  we  are  talking  about,  getting  all 
the  money  they  can.  That  is  what  is  wrong. 

Mr.  Brownlee.  I think  this  stops  upgrading  as  far  as  the  agency 
knows  how  to  stop  it.  There  is  nothing  peculiar  in  this.  It  is  the 
same  thing  in  the  textile  business,  or  in  others. 

Senator  FERutrsoN.  So  far  as  your  agency  knows,  you  have  done 
everything  you  can  lu  stop  the  increase  in  the  price  of  liquor  by  brand- 
ing or  labeling,  or  any  other  method? 

Air.  Brownlee.  I would  know^  offliand  no  way  of  tightening  this  or 
order  further  at  the  present  time. 

Senator  Wherry.  The  changing  around  of  these  labesl;  doesn’t  that 
work  in  direct  contradiction  to  the  theory  in  regard  to  other  merchand- 
ise where  they  are  trying  to  standardize? 

Mr,  Brownlee.  That  is  one  of  the  great  problems  of  the  agency,  of 
course,  this  labeling  question. 

Senator  Wherry.  ^Tiat  is  the  difference  between  whisky  and  rayon 
hosiery,  for  instance,  in  that  respect?  The  theory  there  was  to  stand- 
ardize so  you  could  break  the  black  market  and  give  people  more  for 
their  money.  Here  we  have  got  new  labels  and  new  whiskies,  apparen- 
tly put  in  to  circumvent  the  price.  On  the  other  hand  we  have  the 
Government  trying  to  standardize. 

Mr.  Brownlee.  I am  not  sure  I understand  you. 

Senator  Wherry.  I know  that  with  respect  to  hosiery,  they  wanted 
to  standardize,  the  reasoning  being  that  you  could  get  a better  product 
for,  apparently,  less  money.  They  are  doing  that  in  the  line  of 
furniture.  Where  a man  might  have  had  a line  of  75  dining-room  sets^ 
now  they  have  2. 

Here,  instead  of  standardizing,  in  order  to  conserve  and  cut  out, 
maybe,  the  luxury  class,  here  we  have  ne\y  labels  coming  up.  Can  we 
interpret  it  otherwise  than  these  big  distilleries  are  putting  it  in  and 
doing  it  to  make  more  money? 

Air.  Brownlee.  I think,  Senator,  your  upgrading  has  been  done 
not  only  by  your  big  distillers  but  by  some  of  the  little  ones.  I am  not 
trying  to  evade  your  question. 

Senator  Wherry.  I can’t  see  any  difference  at  all.  Here  you  want 
to  cut  down,  standardize  everything,  on  the  theorj^'  that  you  get  more 
for  your  money.  But  in  the  whisky  business,  why,  you  have  more 
labels  than  you  had  before. 

Mr.  Brownlee.  Of  course,  as  a matter  of  fact,  from  a price  view- 
point, this  last  order  is  a standardizing  order.  No  matter  what  label 
you  put  on,  you  put  this  price  on  it. 
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Mr.  Brownlee.  I would  have  to  look  that  up. 

The  Chairman.  Around  2 cents  a gallon;  isn’t  it? 

Mr.  Mattice.  2 cents  a gallon  profit. 

The  Chairman.  Is  that  right? 

Mr.  Brownlee.  I think  the  smaller  ones  get  up  to  3 cents  and  the 
larger  ones  2.  But  I may  not  be  accurate  on  that. 

The  Chairman.  What  do  you  know  about  this  stillage,  the  refuse 

after  distillation— is  that  the  proper  naine  for  it? 

Mr.  Brownlee.  You  have  dried  grains  and  you  have  slop,  either 

'^'^The  Chairman.  Do  you  know  about  its  content  for  feeding  pur- 

^ Mr.  Brownlee.  Well,  I am  a pretty  poor  production  man.  Senator. 
The  Chairman.  Senator  Wherry,  any  more  questions? 

Senator  W’’herry.  No. 

The  Chairman.  Mr.  Mattice? 

Mr.  Mattice.  One  thing.  You  said  something  about  consumption 
having  been  tremendously  increased  lately,  Mr.  Brownlee. 

Mr.  Brownlee.  Demand. 

Air.  AIattice.  Well,  that,  of  course,  is  the  first  step  m consumption, 
isn’t  it? 

Mr.  Brownlee.  If  you  get  it;  yes,  sir. 

Mr  AIattice.  Now,  recalling  that  before  the  period  of  prohibition, 
the  figures  from  the  Internal  Revenue  Department  show,  as  reflected 
by  wilhdrawals  from  bond,  showed  that  the  apparent  consumption  in 
this  country  of  domestic  sphits  was  80,000,000  gallons  a year,  and 
after  the  prohibition  period,  during  the  4-year  period  from  the  end  of 
prohibition  until  1938,  surprising  as  it  may  seem,  the  annual  consump- 
tion in  this  country  was  only  70,000,000  gallons.  In  other  words,  the 
consumption  was  less  after  the  prohibition  expermient,  although  the 
population  of  the  country  was  larger,  and  those  were  fairly  prosperous 
times,  during  the  World  War  and  for  seyeral  years  after. 

X &ni  wondcvin^  if  voii  liu-vc  finy  opinion  8,s  to  wli&t  tliG  consumption^ 
based  on  withdrawals  from  bond,  would  be  for  the  present  time,  say 
for  the  year  1943,  having  in  mind  that  it  was  below  100,000,000  gallons 
both  before  and  after  prohibition. 

Air.  Brom^nlee.  I haven’t  those  figures. 

Air.  AIattice.  Well,  of  course,  the  vfithdrawals  m recent  months 
have  not  been  as  heavy  as  previously,  but  you  spoke  of  the  demand, 
you  spoke  of  people  having  more  money  to  spend,  which  means,  of 
course,  that  they  are  buying  it,  and  which  must  mean  that  they  are 
drinking  a good  deal  of  it.  Would  you  care  to  hazard  a guess  on  the 

national  consumption  nowadays? 

Air.  Brownlee.  You  mean  if  everybody  Avas  a free  seller: 

Air.  AIattice.  I mean  actually. 

Air.  Brownlee.  No,  sir. 

Air.  AIattice.  Would  you  think  it  would  be  as  much  as  or  more 

than  the  period  1934  to  1938? 

Mr.  Brownlee.  I think  very  much  more. 

Air.  AIattice.  Would  you  saj^  it  v'ould  be  double? 

Air  Brownlee.  I would  think  that  the  industry,  on  unlimited 
supplies,  could  easily  be  selling  one  hundred  eighty  to  tw'o  hundred 
million  gallons.  That  is  just  my  oivn  guess. 
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Mr.  Mattice.  What  is  your  principal  reason  for  that  opinion? 
What  would  cause  the  people  to  be  using  so  much  more? 

Mr.  Brownlee.  The  reason  for  the  opinion  is  the  fact  that  pre- 
viously there  were  quite  intensive  sales  and  advertising  efforts;  we 
were  having  a great  deal  of  difficulty  selling  our  share  of  the  80,000,000 
gallons.  In  1942  it  became  very  easy  to  sell  that,  and  in  1943  they 
began  to  beg  for  it.  Obviously,  it  seems  to  me,  they  must  have 
wanted  more  than  they  could  get.  During  1942,  I think,  when  the 
figures  went  up,  they  were  in  130,000,000.  It  was  very  easy  to 
sell  that. 

Mr.  Mattice.  That  is  all. 

Senator  Wherry.  From  a practical  point  of  view,  with  this  de- 
flationary price,  do  you  anticipate  more  moonshine  whisky  bemg 
produced  this  year? 

Mr.  Brownlee.  No.  It  would  be  hard  to  get  the  materials  to 
make  the  stills. 

Senator  Wherry.  You  do  not  think  that  is  an  alarming  factor? 

Mr.  Brownlee.  I don’t  think  so  as  long  as  those  factors  continue. 

Senator  Wherry.  Yliat  about  the  importation  of  this  blackstrap? 
^\^lat  is  it  used  for? 

Mr.  Brownlee.  Blackstrap  is  used  for  two  purposes,  for  either 
distilling  or  for  feeding  purposes.  Mixing  it  w'ith  feed  for  animals. 
Roughly,  those  are  the  two.  Wliat  W'e  were  anxious  to  do  in  war  pro- 
duction w'as  to  step  up  the  molasses  imports  to  relieve  the  pressure  on 
grains  and  deliver  it  over  to  the  distillers.  We  had  been  importing 
9K  million  gallons  per  month  for  use  in  the  Gulf  ports,  and  just  before 
I left  there  was  an  agreement  that  they  would  import  an  additional 
20,000,000  gallons  a month  which  would  largely  take  care  of  the  mate- 
rial for  the  ])roduction  of  alcohol  in  all  of  the  industrial  alcohol  plants 
located  on  the  seaboard. 

Senator  Wherry.  Do  you  think  that  the  sugar  situation  is  becom- 
ing more  acute? 

Mr.  Brownlee.  I wouldn’t  thinlc  so. 

Senator  Y herry.  You  think  there  is  plenty  of  it  left  and  will  be 
this  year? 

Mr.  Brow'Nlee.  That  is  my  personal  opinion. 

Senator  Wherry.  Then  wdiy  do  WR  ration  it? 

Mr.  Brownlee.  Well,  of  coui*se,  there  are  two  things  in  regard  to 
sugar.  In  the  fii^st  place,  is  there  enough  in  the  Caribbean,  and  in 
the  second  place  is  there  enough  here?  There  are  tw'o  sides  in  the 
rationing  of  sugar.  One  is  the  rationing  for  industrial  use  and  one 
for  consumer  use. 

Senator  Wherry.  Take  coffee,  when  you  got  enough  coffee  and 
took  it  off  the  rationing  list  it  stopped  inllationary  prices,  people  got 
what  they  wanted  and  w'ere  satisfied. 

Mr.  Brow^nlee.  Yes. 

Senator  Wherry.  Wouldn’t  the  same  thing  happen  in  sugar,  or  is 
there  some  other  purpose  in  rationing  it? 

Mr.  Brow’nlee.  I think  coffee  is  different  from  sugar  in  this  way. 
Coffee  is  a final  consumption  product.  1 wouldn’t  personally  have 
any  fear  if  we  eliminated  rationing  that  the  household  use  would  go 
up  on  sugar,  but  it  is  the  industrial  use.  I wmuld  guess  you  would 
have  a very  heavy  demand  there. 

Senator  Wherry.  For  use  in  illicit  stUls? 


L Mr.  Brow'^nlee.  If  they  could  get  the  stills,  probably,  yes. 

Mr.  Mattice.  Why  can’t  they  get  them? 

Mr.  Brownlee.  Because  there  is  scarce  material  involved, 
bir.  Mattice.  Th^'y  got  the  material  during  yirohibition.  They 
used  second-hand  material.  They  don’t  care  whether  it  is  new. 
They  made  them  in  those  days  out  of  anything. 

Mr.  Brownlee.  Undoubtedly,  if  you  have  plenty  of  material  to 
1 make  stilk  and  have  a plentiful  supply  of  sugar,  and  you  have  your 

( present  high  taxation  situation,  there  is  no  doubt  in  my  mind  that  you 

^ would  have  an  increase  in  illegal  distilling. 

^ ^ Senator  Wherry.  Can  you  use  this  blackstrap  for  industrial  pur- 

poses the  same  as  sugar? 

Mr.  Brownlee.  No.  It  has  a sugar  content  in  it,  but,  of  course, 
has  a very  heavy  flavor,  too. 

Senator  Wherry.  Aren’t  some  of  these  imported  things  made  from 
blackstrap? 

bir.  Brownlee.  Yes;  I imagine  there  is  a good  deal  of  these  import- 
ed things  made  from  blackstrap. 

Senator  Wherry.  We  don’t  get  any  tax  there? 

Mr.  Brownlee.  You  get  an  import  tax  on  it.  I believe  it  is  $2.50 
a gallon  plus  your  excise. 

Senator  Wherry.  If  they  raise  this  Federal  tax  on  liquor,  would 
that  have  any  effect  on  the  production  of  moonshine  in  this  country? 

Mr.  Brownlee.  If  they  had  the  materials,  I would  say  it  would 
have  that  tendency. 

Senator  Wherry.  In  the  end  would  we  lose  as  much  gram  that  way 
as  if  we  had  a liquor  holiday,  for  example,  could  use  so  much  grain? 
bir.  Brownlee.  Very  small  percentage  of  the  total  crop,  of  course. 
Senator  Wherry.  Would  we  lose  just  as  much  grain  that  way,  and 
also  the  revenue,  or  don’t  you  think  it  would  be  a factor? 

Mr.  Brownlee.  Yes;  anytime  you  lose  legal  revenue,  and  some 
production,  I think  it  is  a factor. 

UThe  Chairman.  In  fixing  the  price  on  whisky,  do  you  make  an 

allowance  for  advertising  expenditures? 

Mr.  Brownlee.  None  of  the  regulations  are  written  on  any  other 
basis  excepting  a freeze  formula  which  goes  back  to  your  March  1942 
price,  on  a straight  price,  and  there  is  no  consideration  of  the  adver- 

K tising  factor.  ... 

The  Chairman.  In  the  March  1942,  price  list  were  advertismg 

expenditures  figured  in,  in  fixing  the  price  of  whisky. 

Mr.  Brownlee.  They  were  not  figured  at  all,  as  I understand  it. 
They  simply  took  the  price  and  froze  it  along  the  line  at  all  levels. 
Now  the  distillers  had  advertising  expense  in  that,  of  course. 
i The  Chairman.  This  same  Seagram  concern  that  bought  out 

■ Frankfort,  spent  over  $4,643,000  for  advertising  in  1942.  Doesn’t 

j that  enter  into  the  price  that  was  in  effect  in  blarch  1942? 

) Mr.  Brownlee.  I suppose  that  gets  back  to  the  old  question  of 

of  how  much  relation  to  price  advertising  has. 

! Senator  Wherry.  About  this  huge  importation  in  gin  and  rum,  why 

• shouldn’t  they  be  placed  on  a quota  basis?  As  long  as  there  is  no 

^ production  of  whisky  domestically,  why  let  them  import  it  and 

substitute  it?  , , . t i i l 

bIr.  Brownlee.  I see  no  objection  to  it.  I don  t know  what  the 

I mechanics  would  be. 


I) 


600  LIQUOR  INDUSTRY 

Senator  Wherry.  That  is  what  they  are  doing,  aren’t  they? 

Mr.  Brownlee.  Importing  it;  yes.  You  mean  to  restrict  it? 

Senator  Wherry.  By  a quota. 

Mr.  Brownlee.  It  could  be  put  under  an  order  and  restricted,  yes. 

Senator  Wherry.*  Why  shouldn’t  it  be? 

Mr.  Brownlee.  Certainly  no  objection  from  Price  Administration, 
sir. 

Senator  Wherry.  ^Yhen  they  bring  that  in,  when  they  come  in,  how 
do  you  price  gin  and  rum;  do  you  have  a ceiling  price? 

Mr.  Brownlee.  Yes.  It  is  priced,  as  I understand  it — of  course, 
if  a new  brand  comes  in  today — Mr.  Sanderson  can  tell  you  more 
about  this — why,  it  would  take  the  formula  price.  As  I understand 
the  principle  of  price  has  been  the  cost  of  it  j)lus  some  mark-up.  It  is 
based  on  your  cost  plus  your  taxes,  plus  some  mark-up. 

Senator  Wherry.  Is  there  a differentiation  as  to  quality? 

Mr.  Brownlee.  As  I understand  it,  under  the  price  formula  we  do 
not  differentiate. 

Senator  Wherry.  You  do  not  differentiate  as  to  quality.  Their 
quality  is  inferior  to  ours  in  the  same  price  bracket;  is  it  not? 

Mr.  Brownlee.  I have  never  tasted  any  of  it.  They  tell  me  so. 
It  would  be  pretty  hard — I think  it  would  be  impossible  to  take  a 
whisky  of  the  same  age  and  proof  and  type  and  try  to  write  a pricing 
order  which  would  differentiate  between  them. 

Senator  Wherry.  In  a way  though,  that  is  unfair  to  our  pro- 
ducere. 

Mr.  Brownlee.  It  would  be  if  they  were  able  to  supply  the  market. 

Senator  Wherry.  Well,  that  doesn’t  make  any  difference.  Why 
should  we  give  them  the  break  over  there? 

Mr.  Brownlee.  How  much  less  would  you  say  a gallon  of  Cuban 
gin  was  worth  than  a gallon  of  American  gin? 

Senator  Wherry.  I don’t  know.  But  you  said  it  was  inferior. 

Mr.  Brownlee.  But  I don’t  know  the  measure  of  that  difference, 
sir. 

Senator  Wherry.  That  is  all. 

The  Chairman.  Is  that  all  of  the  witnesses  for  today? 

Mr.  Mattice.  Yes. 

The  Chairman.  The  committee  will  meet  next  Tuesday. 

(Whereupon,  an  adjournment  was  taken  until  Tuesday,  January 
25,  1944.) 
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THURSDAY,  MAY  4,  1944 

United  States  Senate, 

Subcommittee  of  the  Committee  on  the  Judiciary, 

Washington,  D.  C. 

The  subcommittee  met,  pursuant  to  call,  at  10  a.  m.  in  room  457, 
Senate  Office  Building,  Senator  Pat  McCarran  (chairman)  presiding. 

Present:  Senators  McCarran  (chairman),  Murdock,  and  Ferguson. 

Also  present:  Senator  Lucas;  J.  G.  Sourwine,  committee  counsel. 

Present  before  the  subcommittee  were  Mr.  Donald  Nelson  and 
Mr.  Walter  G.  Whitman. 

The  Chairman.  The  committee  will  come  to  order. 

This  is  a resumption  of  the  hearings  heretofore  conducted  by  our 
late  lamented  colleague,  Senator  Van  Nuys,  under  Senate  Resolution 
206. 

Mr.  Donald  Nelson  and  Dr.  Walter  WTiitman  are  present  with  us 
and  we  would  like  to  have  them  both  come  forward  together. 

Mr.  Sourwine,  the  counsel  for  the  committee,  will  proceed  with  the 
interrogation. 

Mr.  Sourwine.  Mr.  Chairman,  I want  to  start  out  questioning  Mr. 
Nelson  this  morning,  but  preliminary  to  that  I should  like  to  spend 
4 or  5 minutes  clearing  up  possible  misunderstandings  by  asking  Mr. 
Whitman  about  a few  definitions. 

The  Chairman.  You  may  proceed. 

STATEMENT  OF  DONALD  G.  NELSON,  ACCOMPANIED  BY  DR. 

WALTER  G.  WHITMAN 

Mr.  Sourwine.  When  you  speak  of  industrial  alcohol,  what  do  you 
mean? 

Mr.  Whitman.  Alcohol  at  190  proof,  which  is  alcohol-95  percent 
pure. 

Mr.  Sourwine.  Ethyl  alcohol? 

Mr.  Whitman.  Yes;  ethyl  alcohol. 

Mr.  Sourwine.  You  don’t  mean  wood  alcohol? 

Mr.  Whitman.  Wood  alcohol  is  described  as  methyl  alcohol,  or 
methanol. 

Mr.  Sourwine.  And  the  so-called  synthetic  alcohol  may  be  either 
ethyl  or  methyl? 

Mr.  Whitman.  Yes;  but  when  we  speak  of  synthetic  alcohol  in  this 
program  we  are  talking  about  ethyl. 

Mr.  Sourwine.  WTien  you  say  “synthetic”  you  mean  synthetic 
ethyl? 

Mr.  Whitman.  Yes. 
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Mr.  SOURWINE.  TMiat  is  the  War  Production  Board’s  definition  of 
industrial  alcohol? 

Mr.  Whitman.  Ethyl  alcohol  of  190  proof,  approximately. 

Mr.  SouRWiNE.  You  don’t  have  any  broader  definition?  That  is, 
above  160  proof,  or  something  like  that? 

Mr.  Whitman.  In  the  various  orders — I believe  there  are  technical 
definitions  of  ethyl  alcohol  as  it  appears  in  the  orders. 

Mr.  SouRWiNE.  Is  alcohol  other  than  ethyl  substantially  used  for 
the  war  program? 

Mr.  Whitman.  Not  for  the  purpose  of  butadiene  and  styrene 

Mr.  SoTJRWiNE.  Isopropyl  and  isoamyl  are  used  for  antifreeze? 

Mr.  Whitman.  Particularly  the  methyl  or  methanol  and,  secondly, 
isopropyl. 

Mr.  SouRWiNE.  \Miat  is  a proof -gallon? 

Mr.  Whitman.  A proof  gallon  is  the  terminology  which  is  applied 
primarily  in  the  beverage  industry.  A gallon  of  liquid  which  contains 
50  percent  alcohol  is  described  as  a gallon  of  100-proof  alcohol.  The 
proof  is  twice  the  percentage.  It  is  general  terminology  in  the  bev- 
erage industry  to  talk  about  a proof-gallon  when  one  means  a gallon 

of  100-proof  alcohol. 

Mr.  SouRWiNE.  In  its  technical  connotation,  however,  it  means  the 

equivalent  of  alcohol  at  100  proof,  does  it  not? 

Mr.  Whitman.  That  is  correct. 

Mr.  SouRwiNE.  What  is  a tax  gallon? 

Mr.  Whitman.  I believe  a tax  gallon  is  a proof  gallon,  but  I am 
not  an  expert  on  that  point. 

Air.  SouRWiNE.  Would  you  say  it  is  substantially  correct  that  a 
tax  gallon  is  essentially  the  same  as  a proof-gallon? 

Mr.  Whitman.  I think  so. 

Air.  SouRWiNE.  The  difference  being  that  when  the  storekeeper- 
gauger  goes  to  the  tank  and  measures  it  to  determine  the  proof 
gallons,  the  proof  is  taken  out  to  the  second  decimal  point;  and  then 
for  tax  gallonage  they  drop  the  last  figure  of  the  decimal? 

Air.  Whitman.  That  may  be  true,  sir.  I am  not  an  expert  on 

that.  . 1 1 ' 

Air.  SouRWiNE.  I asked  you  that  question  because  the  terins  are 

constantly  used  and  I wanted  to  show  they  might  be  used  inter-  ^ 

changeably  since  the  maximum  possible  error  in  converting  from  '* 

proof  gallons  to  tax  gallons  is  one-tenth  of  1 percent.  A wine  V 

gallon  is  what,  sir? 

Air.  Whitman.  A \vdne  gallon  is  often  described  as  a gallon  expressed 
as  if  it  were  190  proof.  I think  there  is  some  confusion  in  the  usual 
terminology  of  wine  gallon  and  it  is  not  always  so  expressed. For 
that  reason  I always  avoid  the  use  of  the  term  “wine  gallon’’  and 
talk  about  a gallon  of  190-proof  alcohol.  . . , 

Air.  SouRWiNE.  Technically  a wine  gallon  is  231  cubic  mches 

liquid  measure? 

Mr.  Whitman.  I think  so. 

Air.  SouRWiNE.  In  your  statements  in  the  press  and  also  before 
the  Gillette  subcommittee,  industrial  alcohol  has  always  meant 
190  proof  unless  otherwise  indicated? 

Air.  Whitman.  A'es. 

Air.  SouRWiNE.  And  when  we  speak  of  a wine  gallon  we  mean 
231  cubic  inches  liquid  measure? 


Air.  Whitman.  Yes. 

Mr.  SouRWiNE.  Do  War  Production  Board  figures  on  alcohol 
production  and  stocks  include  the  production  and  stocks  of  high 
wines? 

Mr.  Whitman.  Yes;  they  include  the  production  of  high  wines. 
The  stocks  of  high  wines  are  so  small  and  reasonably  constant  that 
we  do  not  include  the  stocks  of  high  wdnes  as  part  of  the  total  stock  pile. 
• Mr.  SouRWiNE.  You  mean  high  wines  awaiting  redistillation? 

Mr.  Whitman.  High  wines  awaiting  redistiUation. 

Mr.  SouRWiNE.  A figure  which  does  not  change  very  much? 

I Mr.  Whitman.  That  is  correct,  and  it  is  ve^  small. 

'«  Air.  SouRWiNE.  When  you  talk  of  production  or  requirements  for 

the  year  1944  do  you  mean  the  fiscal  year  or  the  calendar  year? 

Mr.  Whitman.  Calendar  year. 

Air.  SouRWiNE.  And  in  your  official  statements  and  testimony 
now  and  previously,  when  you  say  “year”  it  is  to  be  assumed  you  mean 
calendar  year  unless  otherwise  specified? 

Mr.  Whitman.  That  is  correct. 

Air.  SouRWiNE.  We  can  understand  in  our  discussions  that  when 
we  say  “year”  it  means  calendar  year. 

Air.  Whitman.  That  is  correct. 

Air.  Sour  WINE.  Now,  I should  like  to  ask  Air.  Nelson  some  ques- 
tions. 

We  understand  you  head  a very  large  agency  of  wliich  the  chemical 
branch  is  a relatively  small  part,  and  we  don’t  expect  you  to  have  aU 
the  facts  and  figures  in  your  head,  and  if  we  ask  any  questions,  the 
answers  to  which  are  not  immediately  in  your  mind,  please  feel  per- 
fectly free  to  call  on  Dr.  Whitman  or  someone  else.  And  you.  Dr. 
Whitman,  if  we  ask  Air.  Nelson  any  questions  you  think  he  doesn’t 
know  the  answer  to,  feel  perfectly  free  to  volunteer  the  answ'er. 

Air.  Nelson.  Very  well. 

Air.  SouRWiNE.  Is  there  any  question  in  your  mind  concerning  the 
advisability  of  releasing  alcohol  for  beverage  uses  providing  such 
release  will  not  interfere  'with  the  'war  effort? 
t , Mr.  Nelson.  Not  at  all,  sir.  In  attempting  to  carry  out  our 

responsibility  in  the  War  Production  Board  it  has  never  been  our 
policy  to  exercise  a censorship  on  any  business  in  the  United  States. 

» We  have  tried,  within  the  limits  of  our  ability,  to  assure  proper 

supplies  to  carry  on  this  war  and  the  essential  civilian  economy, 
looking  toward  winning  the  war  in  the  shortest  possible  space  of  time, 
and  it  is  not  our  purpose  to  curb  or  interfere  'with  any  business  in  the 
United  States  unless  in  our  judgment  it  is  essential  to  do  so  in  order 
to  provide  the  materials  that  we  need  to  carry  on  this  war. 

Air.  SouRwiNE.  It  is  my  understanding  that  some  months  ago  the 
War  Production  Board  took  the  initiative  in  proposing  a “holiday” 
for  the  manufacture  of  beverage  alcohol.  Is  that  correct? 

Air.  Nelson.  No,  sir.  I may  say  it  would  be  correct  to  say  that 
the  War  Production  Board  reviews  very  carefully  the  situation  on 
alcohol  as  it  does  on  all  other  materials,  follows  them  very  closely,  and 
at  one  time  it  looked  as  if  we  would  not  need  the  full  production  of 
the  distilling  industry  in  order  to  provide  the  necessary  materials  for 
war. 

But  just  about  the  time  we  were  reviewing  it  and  had  come  to  the 
conclusion  that  some  of  the  capacity  could  be  released,  the  increased 
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requirements  came  in  for  butadiene  from  alcohol,  and  at  the  same 
time  tremendously  increased  rubber  requirements  upon  the  part  of  the 
Army. 

Senator  Ferguson.  Was  that  a voluntary  review  on  your  part  or 
was  it  a request  from  someone? 

Mr.  Nelson.  I would  say,  Mr.  Senator,  that  the  industry  is  con- 
stantly pressing  us  to  find  a solution  of  this  alcohol  problem. 

Senator  Ferguson.  Was  it  on  a petition  or  an  oral  application? 

Mr.  Nelson.  Oh,  oral,  and  I think  written;  a great  many  of  them. 
We  have  had  innumerable  requests  from  the  industry. 

Senator  Ferguson.  Could  the  committee  get  those  applications  or 
petitions? 

Mr.  Nelson.  We  would  be  glad  to  give  you  all  that  w*e  have,  but  I 
might  say  this:  We  review  every  one  of  these  materials  where  the 
situation  is  critical — I personally  review  them  at  least  once  a month. 

I doubt  if  a month  has  gone  by  from  1941  to  date  that  I have  not 
reviewed  alcohol. 

Senator  Ferguson.  Back  about  1943,  along  in  August,  there  was  a 
review? 

Mr.  Nelson.  We  review  it  every  month,  sir.  Alcohol  is  under 
constant  review. 

Senator  F'erguson.  Let’s  take  the  particular  time  that  the  tele- 
grams were  ready  to  be  sent  out  to  the  industry,  so  we  will  have  one 
time  that  we  are  talking  about. 

Mr.  Nelson.  Yes,  sir. 

Senator  Ferguson.  You  did  find  that  there  would  be  a release  or 
a breathing  time  to  make  alcohol  for  beverage  purposes? 

Mr.  Nelson.  Yes,  sir. 

Senator  Ferguson.  Was  that  review  made,  and  that  finding  made, 
on  an  application,  or  was  it  a voluntary  review? 

Mr.  Nelson.  That  was  a voluntary  review. 

Senator  Ferguson.  That  was  not  upon  an  application  for  alcohol 
foi  beverage  purposes? 

Mr.  Nelson.  That  particidar  one  was  not. 

Mr.  SouRwiNE.  You  say  it  would  be  incorrect  to  say  that  the  War 
Production  Board  took  the  initiative  in  that  effort  to  insure  a beverage 
“holiday”? 

Mr.  Nelson.  Now,  I think  we  are  getting  ofl’  the  subject  here.  As 
I see  the  picture,  it  is  not  our  job  to  determine  whether  this  alcohol 
should  be  used  for  beverage  or  for  anything  else.  We  have  to  have 
certain  supplies  of  alcohol  in  order  to  carry  on  the  war  effort. 

Now,  that  includes  the  materiel  for  the  Army,  Navj^  and  the 
Lend-Lease  for  our  allies,  and  the  essential  civilian  economy.  That 
is  our  job  as  we  do  with  tens  of  thousands  of  other  things,  copper, 
steel,  mica,  and  so  forth,  and  we  could  go  on  with  a list  of  chemicals 
that  you  w'ould  never  be  able  to  recognize.  Those  are  reviewed 
constantly. 

Our  job  is  not  to  interfere  with  anv  industrv  in  the  United  States 
or  anything  that  they  do  except  insofar  as  we  consider  it  necessary 
in  order  to  insure  the  supplies  for  the  war  effort. 

The  Chairman.  To  aid  this  record,  request  was  made  for  presenta- 
tion for  the  record  of  petitions  or  requests,  coming  from  the  industry 
to  the  War  Production  Board,  for  a “holiday”  or  for  an  opportunity 
to  increase  our  manufacture  for  beverage  consumptive  purposes. 


LIQUOR  INDUSTRY 


605 


^ " J 


Will  you  kindly  give  us  those  records,  or  see  that  they  are  furnished? 

Mr.  Nelson.  We  will  be  glad  to  furnish  them  to  you. 

The  Chairman.  Can  it  be  done  today? 

Mr.  Nelson.  We  will  try  to  get  it  for  you.' 

Mr.  SouRwiNE.  I want  to  explain  why  I asked  two  questions 
about  the  initiative  of  the  matter.  Mr.  Chairman,  you  will  recall 
that  during  the  conference  with  Mr.  Morgenthau,  Mr.  Whitman 
spoke  of  the  possibility  of  a holiday  having  been  considered  by  the 
W.  P.  B.  and  said  that  the  W.  P.  B.  had  a little  feeling  last  fall  that 
that  situation  might  come  and  had  developed  plans  and  just  about 
that  time  the  industrial  alcohol  situation  took  a turn  for  the  worse 
and  those  plans  had  to  be  foregone.  " 

And  I asked  him,  “Do  I understand  the  initiative  came  from  the 
War  Production  Board”?  And  he  said,  “It  came  from  the  War 
Production  Board;  yes,  sir.” 

I wanted  to  clear  up  on  that  point  as  to  who  took  the  initiative. 

Mr.  Nelson.  I think  it  is  fair  to  say  that  I think  the  industry 
has  cooperated  wonderfully  at  our  request,  and  have  been  as  coop- 
erative as  any  single  industry  we  have  dealt  with,  and  I think  it  is 
only  fair  to  say  that  we  have  been  interfering  with  their  natural 
business. 

Senator  Ferguson.  Has  it  been  surprising  that  they  have  coop- 
erated? 

Mr.  Nelson.  Not  surprising  at  all.  American  industry,  I think, 
has  truly  cooperated  in  doing  the  necessary  things  as  long  as  they 
think  it  is  essential.  I have  tried  to  conduct  the  War  Production 
Board  on  the  basis  that  the  American  people  will  do  everything  pos- 
sible if  they  think  it  is  necessary  and  that  all  are  making  the  necessary 
sacrifices,  and  I can  truthfully  say  that  all  industries  we  have  dealt 
wdth  have  cooperated. 

You  know  from  your  experience  in  the  Congress  how  few  complaints 
you  have  had  from  industries. 

When  they  have  to  do  things  that  are  against  their  normal  desires 
they  have  to  be  convinced.  Just  as  in  this  industry — — 

Senator  Ferguson.  But  have  they  cooperated  in  any  different  way 
than  any  other  industry? 

Air.  Nelson.  No,  sir.  I think  they  have  cooperated  the  same  as 
all  American  industry. 

Senator  Ferguson.  Do  you  know  who  determined  the  fact  that 
they  were  to  go  on  cost-plus  contracts? 

Mr.  Nelson.  I don’t  know  the  history  of  that  contract  thing.  We 
merely  recommend  to  the  R.  F.  C.  that  we  need  certain  things  and 
they  contract  with  the  industries.  We  have  never  signed  an  alcohol- 
procurement  contract  in  the  War  Production  Board  nor  have  we 
dicated  the  terms  of  the  contracts. 

Senator  Ferguson.  And  you  have  nothing  to  do  with  whether  or 
not  it  is  a cost  plus  or  not  a cost-plus? 

Air.  Nelson.  We  do  not,  sir. 

Air.  SouRWiNE.  In  any  event,  a beverage  “holiday,”  so-called,  was 
considered  last  fall  and  early  summer? 

Air.  Nelson.  We  reviewed  it  in  the  first  quarter,  we  reviewed  it 
in  the  second  quarter,  and  we  reviewed  it  in  the  third  quarter. 

' See  p.  715. 


606 


LIQUOR  INDUSTRY 


Mr.  SouRWiNE.  As  Senator  Ferguson  called  to  your  attention  there 
was  a time,  I believe  in  August, ‘ where  the  situation  had  reached  the 
point  that  telegrams  had  been  prepared. 

Mr.  Nelson.  Yes. 

Mr.  SouRWiNE.  Did  the  plan  fall  through  because  of  opposition 
from  the  Food  Administration,  or  for  some  other  reason? 

IVIr.  Nelson.  Opposition  came  in  very  suddenly  from  Bradley 
Dewey.  His  butadiene  plants  began  coming  through  and  he  saw  they 
could  be  worked  at  extra  capacity. 

It  is  not  the  function  of  the  War  Production  Board  to  determine 
whether  they  should  make  beverage  alcohol  or  not.  That  is  the 
function  of  the  War  Food  Administration. 

Naturally  we  discussed  a matter  of  this  kind.  When  the  War 
Food  Administration  was  called  they  took  over  the  beverage  alcohol 
industry  from  us  and 

Mr.  SouRwiNE.  There  was  an  increase  in  the  demand  for  alcohol 
for  synthetic  rubber  around  August  1943? 

Mr.  Nelson.  That  is  right,  and  an  increase  in  demands  from  the 
Army.  They  ^und  airplane  tires  were  wearing  out  more  rapidly  than 
expected  and  we  have  had  to  go  into  a tremendous  expansion  of  syn- 
thetic rubber  and  high  tenacity  rayon  to  find  the  cord  necessary  for 
the  increased  I’equirement  of  tires,  and,  of  course,  the  tires  for  the 
essential  civilian  population  as  well. 

Air.  SouRWiNE.  On  April  20,  1943,  the  War  Production  Board  esti- 
mated that  their  military  requirements  for  rubber  for  1943  would  be 
61.1  million  gallons;  on  October  20,  1943,  the  estimate  of  requirements 
for  alcohol  for  direct  military  use  was  43.3  million  gallons,  and  yet 
you  say  you  had  an  increase  in  that  requirement  during  August. 

On  April  20,  1943,  the  estimate  of  requirements  for  the  synthetic 
rubber  program  was  144.5  million  gallons;  and  on  October  20,  1943, 
the  estimate  of  requirements  for  the  synthetic  rubber  program  for 
1943  was  129.8  million  gallons. 

Where  did  that  sharp  increase  come  in,  please,  sir? 

Air.  Nelson.  Air.  Chairman,  Air.  Wlutman  will  explain  that. 

Air.  Whitm.\n.  We  are  talking  about  the  estimated  requirements 
for  which  the  year  1943  was  only  a small  part.  We  were  primarily 
concerned  with  what  the  needs  of  1944  were  going  to  be. 

I should  explain  that  practically  every  5 weeks  we  prepare  a new 
set  of  requirement  estimates  and  the  April  figures  were  in  turn  out- 
dated by  figures  made  in  Alay,  June,  July,  and  so  forth. 

On  the  basis  of  the  figures  we  last  had  before  tliis  August  date  to 
which  you  refer,  our  rubber  requirements  were  less  than  the  new 
figures  which  Bradley  Dewey  supplied  right  at  that  time  in  August 
and  were  primarily  concerned  with  the  1944  requirements;  1943  was 
minor  in  comparison  with  1944. 

Air.  Nelson.  We  have  been  accumulating  alcohol  in  the  stock  pile 
above  our  requirements  for  future  requirements. 

Air.  SouRwiNE.  Yes.  Do  you  have  any  data.  Air.  Nelson,  of  the 
authority  of  the  War  Production  Board  to  permit  a beverage  “holiday” 
or  release  alcohol  from  Government  stocks  for  beverage  purposes? 

Air.  Nelson.  As  I told  you,  the  War  Food  Administration  has  the 
whole  Beverage  Alcohol  Division. 

* After  reviewing  the  testimony.  Dr.  Whitman  advised  the  committee  this  date  was  in  September,  not 
August. 
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Air.  SouRWiNE.  You  do  not  have  the  authority  to  release  distillers 
so  they  may  make  alcohol  for  beverage  purposes? 

Air,  N ELSON.  Will  you  please  let  me  finish? 

Air.  SouRWiNE.  Pardon  me. 

Mr.  Nelson.  Whether  the  industry  can  get  grain  or  not  depends  on 
the  War  Food  Administration.  Our  authority  is  concerned  with  how 
much  of  the  production  we  need.  We  do  not  determine  and  it  is  not 

• my  function  to  determine  whether  the  alcohol  industry  makes  bever- 
age or  any  other  kind  of  alcohol. 

Senator  Ferguson.  Do  I understand  you  have  nothing  to  say  as 
\ to  how  much  shall  go  to  antifreeze? 

• Mr.  Nelson.  On  the  essential  civilian  requirements  we  do. 

Senator  Ferguson.  Let’s  take  cosmetcs. 

Mr.  Nelson.  We  do. 

Senator  Ferguson.  Is  that  essential? 

Air.  Nelson.  We  think  it  is. 

Senator  Ferguson.  Is  there  any  person  getting  alcohol  that  you 
have  not  considered  as  engaged  in  producing  essential  civilian  require- 
ments? 

Air.  Nelson.  Not  that  I know  of. 

Senator  Ferguson.  Then  we  understand  you  have  the  power  to 
determine  first  the  war  needs,  and  second,  the  civilian  requirements, 
and  to  determine  what  are  essential  civilian  requirements. 

Air.  Nelson.  That  is  right,  sir. 

Senator  Ferguson.  So  you  do  determine  whether  or  not  beverage 
alcohol  is  made  by  eliminating  it  from  the  civilian  reqiiirements? 

Air.  Nelson,  If  you  want  to  go  at  it  indirectly. 

Senator  Ferguson.  Doesn’t  it  amount  to  that? 

Mr.  Nelson.  I do  not  agree,  sir. 

The  Chairman.  You  fix  what  is  essential? 

Mr.  Nelson.  We  fix  what  is  essential. 

The  Chairman.  Therefore  you  fix  what  is  nonessential? 

Mr.  Nelson.  But  you  asked  me  the  direct  question,  do  we  consider 
it  our  authority  to  ask  them  to  make  beverage  alcohol. 

• Mr.  SouRWiNE.  I think  we  got  a little  off  the  track.  I asked  you 
if  you  had  any  doubt  of  the  authority  of  the  War  Production  Board 
to  permit  a beverage  holiday  or  to  release  ethyl  alcohol  from  Govern- 

\ ' ment  stocks. 

Air.  Nelson.  I say  it  is  not  my  function  to  determine  whether  or 
not  beverages  shall  be  made.  My  authority  extends  to  the  question 
of  whether  we  have  alcohol  to  meet  the  essential  civilian  needs  and 
the  military  requirements.  When  you  ask  if  I have  the  authority 
to  permit  alcohol  for  beverage 

Mr.  SouRWiNE.  Do  you  know  whether  there  is  an  order  from  any 
Govermnent  agency  now  which  prohibits  distillers  from  starting  to 
make  whisky  again  instead  of  making  alcohol  for  the  war  effort? 

Mr.  Whitman.  I should  say  that  order  M-69,  as  we  are  now  apply- 
ing it,  would  effectively  prohibit  the  distiller  from  making  beverages 
as  long  as  the  War  Production  Board  elects  to  take  its  complete 
output  for  industrial  alcohol. 

Air.  SouRwiNE.  That  is  your  election? 

Mr.  Whitman.  Yes. 

Mr.  SouRWiNE.  You  could  elect  not  to  take  its  complete  output? 

Air.  Whitman.  Yes. 
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The  Chairman  M-69  is  an  order  of  the  War  Production  Board? 

Mr.  Whitman.  Yes. 

Senator  Ferguson.  When  was  it  made? 

Mr.  Whitman.  It  was  originally  put  out  in  February  1942,  and  is, 
of  course,  now  subject  to  various  amendments. 

Senator  Ferguson.  I understood  you  to  say  the.  way  you  are  now 
interpreting  it. 

Mr.  Whitman.  Well,  if  I said  that  I did  not  mean  interpreting. 
The  War  Production  Board  could,  of  course,  make  exceptions  to  its 
order.  It  is  within  the  power  of  the  War  Production  Board? 

Mr.  SouRwiNE.  I presume  that  is  what  was  contemplated  or  in- 
tended at  the  time  these  telegrams  were  prepared,  to  make  an 
exception  under  that  order. 

Mr.  Whitman.  The  telegrams  were  merely  telegrams  which  would 
release  the  distiller  from  the  requirenient  of  supplying  industrial 
alcohol  and  had  nothing  to  do  with  what  he  could  do  with  his  facilities, 
whether  he  could  get  grain  and  so  forth. 

The  Chairman.  You  determined  you  had  the  authority  to  make 
that  order? 

Mr.  Whitman.  To  release  the  distiller  from  100  percent  war 
production. 

Senator  Murdock.  May  I interrupt?  Don’t  the  answers  of  the 
two  witnesses  brmg  us  to  this  conclusion:  That  they  do  have  the 
authority  and  power  to  say  how  much  of  the  alcohol  being  manu- 
factured is  necessary  for  war  purposes  and  essential  civilian  purposes? 

Mr.  Nelson.  That  is  right,  sir. 

Senator  Murdock.  And  after  that  their  authority  ceases. 

Mr.  Nelson.  You  have  stated  it  100  percent  as  I conceive  it. 

Senator  Ferguson.  The  order  does  require  everyone  with  the  ca- 
pacity to  make  alcohol  in  the  United  States  to  use  those  facilities  to 
their  utmost  extent  to  produce  alcohol? 

Mr.  Whitman.  If  you  will  restrict  that  to  the  grain  distilled 
spirits  industi-y,  the  answer  is  “Yes”. 

Mr.  SouRwiNE.  Alay  I go  to  the  second  half  of  my  question  now? 
Is  there  any  doubt  in  your  mind  about  the  War  Production  Board’s 
authority  to  release  from  Government  stocks  alcohol  for  beverage 
purposes? 

Mr.  Nelson.  I have  never  thought  in  those  terms,  in  terms  of  re- 
leasing stocks  for  beverage  purposes. 

Our  whole  thinking  has  been  how  much  of  this  capacity  do  we  need 
in  order  to  take  care  of  the  requirements  we  are  called  upon  to  fill. 

Mr.  SouRwiNE.  Let  me  start  at  a little  lower  level.  Do  you  con- 
trol the  stocks  of  industrial  alcohol  in  the  countrv? 

Mr.  Nelson.  We  control  the  release.  We  built  up  the  stock  pile 
against  future  requirements  and  consider  the  stock  pile  as  part  of  our 
supply.  Whether  we  could  release  any  of  that  stock  pile  for  beverage 
purposes  or  not  I have  not  given  any  consideiation  to. 

Generally  we  conti-ol  the  release  of  the  stock  pile,  in  this  way:  If  the 
stock  pile  were  no  longer  needed  we  would  tell  R.  F.  C.,  who  buys  the 
alcohol,  that  we  no  longer  need  it  for  military  requirements  or  essential 
civilian  requirements. 

Mr.  Sourwine.  You  would  not  direct  it  to  put  that  surplus  alcohol 
to  any  particular  use? 
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Mr.  N ELSON.  Except  as  it  is  necessary  to  direct  it  into  war  uses  or 
uses  for  the  civilian  economy. 

Senator  Ferguson.  Mr.  Nelson,  have  the  whisky  or  alcohol  manu- 
facturers for  beverage  purposes  ever  made  a formal  application  to  have 
the  makmg  of  alcohol  for  beverage  purposes  declared  an  essential 
I civilian  requirement? 

1 Mr.  Nelson.  There  have  been  membei's  of  the  industry  who  feel 

i • it  should  be  declared  essential. 

Senator  Ferguson.  My  question  was.  Have  they  ever  made  a 
' . formal  application? 

! Mr.  Nelson.  I don’t  know  of  a fonnal  application.  Most  of  the 

» applications  are  not  made  formally. 

The  Chairman.  Has  there  been  a communication? 

Mr.  Nelson.  I think  so,  sir.  I will  look  that  up. 

Senator  Ferguson.  If  you  can  furnish  that  to  the  committee,  also, 
we  would  like  to  have  it.* 

Mr.  Nelson.  I have  had  members  of  the  industry  make  repre- 
sentations to  me  that  they  consider  it  as  essential  as  cosmetics  or 
other  things. 

Senator  Murdock.  Suppose,  Mr.  Nelson,  that  the  War  Production 
Board  concluded  that  it  has  a surplus,  let  us  say,  of  100,000  gallons  of 
alcohol  over  and  above  all  its  war  needs,  and  above  all  essential  civilian 
needs.  What  is  your  authority  with  reference  to  that  surplus? 

Mr.  Nelson.  Bhat  would  we  do  if  we  were  to  determine  that  it  is 
no  longer  nee<letl?  Mind  you,  when  we  think  in  terms  of  stock  piles 
we  think  on  long  range  as  well  as  short  range,  and  our  judgment 
would  never  be  good  enough  to  determine  whether  or  not  we  would 
need  100,000  gallons.  If  you  say  100,000,000  we  could  illustrate  it. 

Senator  Murdock.  1 will  say  100,000,000. 

Air.  Nelson.  Well,  let  us  suppose  today  that  we  see  butadiene 
coming  from  petroleum  to  a point  where  it  would  take  care  of  our 
requirements  without  forcing  the  alcohol  plants,  and  we  didn’t  need 
the  butadiene  for  100-octane  gasoline  and  wc  saw  the  stock  pile  rising 
and  the  requirements  falling  otF,  then  we  would  release  the  money 
. that  was  tied  up  in  the  stock  pile  and  we  would  then  tell  Mr.  Jesse 

Jones  that  we  no  longer  needed  the  stock  pile  and  he  would  dispose  of 
it  to  the  best  advantage. 

• t . Senator  Murdock.  Then,  as  I understand,  vour  authority  would 

‘ J be  exercised  by  notifying  Mr.  Jesse  Jones  of  the  K.  F.  C.? 

Mr.  Nelson.  And  notifying  him  wdth  respect  to  the  stock  pile. 
And  also,  at  the  same  time,  we  would  take  action  on  M 69  restricting 
the  production  for  only  the  certain  things  which  we  needed.  We 
would  change  that. 

Senator  AIurdock.  As  to  what  happens  to  it  afterward  that  isn’t 
your  business? 

Mr.  N ELSON.  I do  not  consider  it  as  my  function. 

Senator  Ferguson.  Whose  function  is  it  to  go  out  and  get  the 
industry  to  add  equipment  to  make  more  alcoliol? 

Mr.  Nelson.  Ours,  sir. 

Senator  Ferguson.  And  have  you  done  that? 

Mr.  Nelson.  Yes,  sir;  we  have. 

Senator  Ierguson.  And  when  have  you  require<l  more  alcohol 
from  the  manufacturers  by  requiring  them  to  add  equipment? 

» No  such  communication  was  subsequently  furnished  to  the  committee. 
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Mr.  Nelson.  From  the  very  start,  ^lienever  we  get  to  a point 
where  we  see  the  shortage  of  any  particular  commodity  we  take  two 
actions;  either  both  together  or  simultaneously,  or  one  or  the  other. 

W e increase  the  supply  and  at  the  same  time  cut  out  the  less  essential 
uses. 

Senator  Ferguson.  When  is  the  last  time  that  you  made  a survey 
as  to  whether  or  not  the  industry  can  produce  more  with  better 
equipment  or  new  equipment? 

Mr.  Nelson.  I will  let  Mr.  WTiitman  answer  that. 

Mr.  Whitman.  Such  surveys  are  being  made  all  the  time.  '■  » 

Senator  Ferguson.  Can  you  increase  the  capacity? 

Mr.  Whitman.  Capacity  is  being  increased  by  new  plants  which 
were  authorized,  in  the  plants  that  are  coming  into  production,  or 
expansions  and  improvements  under  existing  plants. 

Senator  Ferguson.  Have,  you  any  applications  now  on  file  from 
the  industry  who  have  made  beverage  alcohol,  that  they  be  permitted 
to  increase  their  efficiency  by  new  equipment  or  new  methods? 

Mr.  Whitman.  Yes. 

Senator  Ferguson.  And  have  they  been  granted  that  privilege 
or  not? 

Mr.  Whitman.  Insofar  as  m the  judgment  of  the  War  Production 
Board  it  coiUd  be  justified.  We  have  not  for  a long  period  of  time 
approved  applications  which  were  designed  to  increase  production  by 
increasing  the  consumption  of  grain,  and  that  has  been  at  the  specific 
request  of  the  War  Food  Administration  who  have  been  concerned 
over  gram  consumption  for  ale  hoi. 

Senator  Ferguson.  What  agency’s  concern  is  it  to  determine  what 
amount  of  alcohol  shall  be  brought  from  other  countries,  let  us  say 
Puerto  Rico  or  Cuba?  Wlio  deteimmes  that? 

Mr.  Whitman.  The  War  Production  Board  makes  requests  of  Mr. 

Jesse  Jones  or  the  Foreign  Economic  Admimstration,  as  the  case  may 
be,  to  secure  maximum  amounts  from  foreign  sources. 

^Ir.  Nelson.  May  I go  a step  further?  In  determining  that,  of 
course,  the  State  Department  and  the  F.  E.  A.  both  come  into  play  in 
determining  those  quantities,  because  under  the  set-up  F.  E.  A.  buys  v.. 

for  us  from  foreign  sources  and  R.  F.  C.  from  domestic  sources. 

Senator  Ferguson.  After  the  alcohol  comes  in  here  who  determines 
for  what  purpose  it  shall  be  used?  Let’s  say  that  Cuba  furnishes  us 
alcohol.  Now,  it  comes  into  this  country.  Who  determines  whether  * 

it  can  be  used  for  beverage  purposes  or  if  it  must  go  into  the  war  effort 
or  for  essential  civilian  needs? 

Mr.  Nelson.  If  they  deliver  it  as  rum  it  goes  into  the  normal 
channels. 

Senator  Ferguson.  Then  I understand  that  the  industry  could  go 
to  these  outlying  places  or  even  to  Canada  and  obtain  all  the  alcohol 
they  desired  for  beverage  purposes  without  any  interference  from 
W.  P.  B.  or  any  other  agency  you  know  of? 

Mr.  Nelson.  The  quotas  have  been  set. 

Senator  Ferguson.  Have  they  been  set  all  along  the  line  to  pro- 
hibit the  use  of  alcohol  from  those  sources? 

A^Ir.  Nelson.  The  quota  has  been  set  on  the  amount  they  can  ship. 

Senator  Ferguson.  Who  placed  that? 

Mr.  Nelson.  The  War  Production  Board,  cooperating  with  the 
State  Department  and  F.  E.  A. 
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Senator  Ferguson.  Can  you  give  a reason  for  passing  that? 

Mr.  Nelson.  Very  definitely. 

Senator  Ferguson.  Will  you  give  it? 

Mr.  Nelson.  We  want  to  get  more  molasses  because  we  can  make 
alcohol  from  molasses.  We  want  to  save  our  OTain  and  it  is  necessary 
to  get  molasses  from  every  place  we  can  possibly  get  it,  and  if  it  came 
in  as  beverage  alcohol  we  would  not  get  the  molasses  and  would  not 

• be  able  to  make  the  industrial  alcohol  we  need. 

Senator  Ferguson.  Do  you  know  of  any  stipulation  that  the  Cuban 
Government  ever  made  saying  that  the  amount  of  alcohol  they  would 
I send  in  could  not  be  used  for  the  purpose  of  increasing  a quota  to  make 

■ * beverage  alcohol? 

Mr.  Nelson.  I don’t  get  the  question.  You  answer  it.  [Indicat- 
ing Mr.  WJiitman.] 

Mr.  Whitman.  1 understand  that  the  Cuban  Government  requested 
of  our  representatives  that  such  a restriction  be  applied  and  the 
F.  E.  A.  and  the  State  Department  refused  to  agree  to  any  such  stipu- 
lation. 

This  applies,  sir,  to  the  stipulation  that  if  Cuba  supplies  certain 
molasses  and  alcohol  to  us  here  in  the  United  States,  there  shall  be  no 
release  of  industrial  alcohol  for  beverage  purposes. 

Senator  Ferguson,  How  do  you  account  for  Cuba  making  that 
request? 

Mr.  Nelson.  You  should  ask  that  question  of  F.  E.  A.  You  can 
get  the  full  particulars  there. 

The  Chairman.  If  you  have  knowledge,  the  committee  would  like 
to  have  it. 

Mr.  Nelson.  We  were  not  there  when  the  trades  were  made,  and 
I believe  if  you  ask  them  you  could  get  full  information  because  we 
operated  ,at  their  request. 

Senator  Ferguson.  Does  not  your  order  now  limiting  the  quota 
that  can  come  in  for  beverage  purposes  amount  to  a compliance  ivith 
the  Cuban  request? 

Mr.  Nelson.  I would  not  be  able  to  say  that.  I don’t  know 

• whether  that  was  F.  E.  A.’s  request  or  a compromise  or  part  of  a trade. 

I would  not  be  able  to  say. 

Senator  Ferguson.  Do  I understand  that  from  your  knowledge 
you  do  not  believe  that  any  of  these  countries  can  produce  any  alcohol 
. for  beverage  purposes  more  than  you  are  taking  for  industrial  and 

beverage  purposes? 

Air.  Nelson.  I have  no  authority  and  Congress  has  no  authority 
over  what  Cuba  produces.  We  do  over  the  Virgin  Islands  and 
Puerto  Rico. 

Senator  Ferguson.  Is  there  a limit  on  the  Virgin  Islands  and 
Puerto  Rico? 

Mr.  Nelson.  Very  definitely. 

Senator  Ferguson.  You  have  limited  the  Virgin  Islands  and  Puerto 
Rico? 

Air.  Nelson.  That  is  right,  sir. 

Senator  Ferguson.  And  therefore  they  are  unable  to  make  any 
alcohol  for  beverage  purposes? 

Mr.  Nelson.  A certain  amount  that  they  can  send  in  for  beverage 
purposes.  . 
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Senator  Ferguson.  How  much  is  coming  in  for  beverage  purposes 
from  the  Virgin  Islands? 

Mr.  Whitman.  The  production  quota  for  the  year  is  7,300,000  proof 
gallons. 

Mr.  Ferguson.  For  beverage  purposes? 

Mr.  Whitman.  For  beverage  purposes. 

Senator  Ferguson.  Is  that  their  entire  capacity  or  have  they  idle 
capacity? 

Mr.  Whitman.  I think  that  is  not  their  entire  capacity.  That  is 
somewhat  more  beverage  than  was  shipped  to  the  United  States  last 
year.  It  is  somewhat  less  than  the  total  amount  which  they  produced 
last  year. 

Senator  Ferguson.  Wliat  about  Puerto  Rico? 

Mr.  Whitman.  I was  speaking  of  Puerto  Rico,  sir. 

Senator  Ferguson.  The  Virgin  Islands? 

Mr.  Whitman.  The  same  principle  applies. 

Senator  Ferguson.  How  many  gallons  are  coming  in? 

Mr.  Whitman.  We  are  exercising  no  control  over  the  amount  com- 
ing in,  but  merely  on  the  amount  which  is  produced,  and  the  quota  is 
set  for  2,300,000  proof  gallons. 

Senator  Ferguson.  So  the  industry  is  able  to  get  that  amount  of 
alcohol  from  the  Virgin  Islands  for  beverage  purposes  and  no  more,, 
even  though  their  capacity  to  manufacture  is  greater? 

Mr.  Whitman.  That  is  not  true;  sir.  This  is  a production  control. 
There  are  stocks  of  beverage  alcohol  in  both  the  Virgin  Islands  and 
Puerto  Rico.  We  are  exercising  no  control  ov(;r  the  importation  of 
materials  from  Puerto  Rico  and  the  Virgin  Islands. 

Senator  Ferguson.  But  it  must  come  in  as  a beverage  rather  than 
from  the  neutral  spirits? 

Mr.  Whitman.  No,  sir.  There  is  no  restriction  there  at  all. 

Senator  Ferguson.  Do  you  mean  then  that  the  production  is 
limited?  And  why  have  you  limited  the  production  in  Puerto  Rico 
and  the  Virgin  Islands.  Doesn’t  their  economic  system  require  all 
the  production  they  can  get? 

Air.  Whitman.  But  we  need  molasses,  sir.  That  is  the  reason. 

Senator  Ferguson.  If  they  have  other  means  of  giving  you  the 
essential  alcohol,  why  have  you  limited  specifically  beverage  alcohol? 

Air.  Whitman.  We  buy  industrial  alcohol  from  them  or  Cuba  or 
anyone  who  will  send  it  in.  But  we  want  the  molasses  as  a raw  ma- 
terial to  fill  up  our  industrial  plants  here,  and  we  were  asking  F.  E.  A. 
to  get  all  the  molasses  they  can  get. 

Air.  SouRWiNE.  Is  it  your  firm  policy  that  you  prefer  molasses  to 
alcohol? 

Air.  Nelson.  We  prefer  molasses.  We  have  plants  that  can  use  it. 

Air.  SouRWiNE.  Of  course,  one  of  the  problems  is  shipping. 

Air.  Nelson.  That  is  true;  tankers  are  short. 

Air.  SouRwiNE.  Which  takes  most  tankers,  molasses  or  alcohol? 

Mr.  Nelson.  The  molasses  is  easier  to  ship  than  alcohol. 

Senator  AIurdock.  It  would  take,  would  it  not,  the  same  number  of 
tankers  to  bring  a certain  number  of  gallons  of  alcohol  as  it  would 
molasses?  Isn’t  that  right? 

Air.  Whitman.  On  a pure  volume  or  tonnage  basis  there  would  not 
be  as  much  alcohol  as  molasses  from  which  it  was  derived. 
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Senator  AIurdock.  The  point  I want  to  clear  up  is  this:  if  the  pur- 
pose of  getting  molasses  into  this  country  is  exclusively  the  production 
of  industrial  alcohol,  then  why  isn’t  it  more  economic  in  teriris  of 
shipping  to  let  Puerto  Rico  and  the  Virgin  Islands  produce  the  alcohol 
and  ship  that  rather  than  use  additional  shipping  capacity  to  bring  in 
the  molasses? 

Air.  Whitman.  That  is  what  I was  going  to  explain  to  you,  sir, 
why  it  is  not  a practical  thing. 

To  bring  in  industrial  alcohol  requires  clean  tankers;  it  requires 
that  tankers  that  have  been  used  in  some  other  service  must  be  tied 
up  and  cleaned  and  hence  their  turn-around  time  is  greatly  increased. 

It  also  requires  loading  tanks  and  loading  equipment,  so  that  the 
alcohol  w'ill  not  be  contaminated. 

The  net  result  is  that  while  we  believe  it  practical  and  expect  to  get 
industrial  alcohol  from  Cuba  we  do  not  think  it  practical  to  get  indus- 
trial alcohol  from  Puerto  Rico. 

That  matter  has  been  very  thoroughly  considered  by  the  War 
Shipping  Administration,  our  own  stock-pile  administration,  and  by 
the  Defense  Supplies  Corporation,  with  the  conclusion  that  it  would 
not  be  practical  for  us  to  try  to  get  industrial  alcohol  from  the  Virgin 
Islands  or  Puerto  Rico. 

Mr.  Nelson.  How  about  their  equipment  for  making  190  proof? 

Mr.  Whitman.  Two  distilleries  in  Puerto  Rico  could  make  190 
proof,  but  the  problem  of  storing  and  moving  it  in  comparison  with 
the  handling  of  the  molasses  made  them  advise  against  the  attempt  to 
bring  up  industrial  alcohol  from  Puerto  Rico. 

Senator  Murdock.  Alay  I ask  one  further  question? 

The  Chairman.  Very  well.  Senator. 

Senator  AIurdock.  IVhen  we  speak  of  alcohol  coming  into  this 
country  from  other  countries  for  beverage  purposes,  the  question  in 
my  mind  is  wUether  it  comes  in  as  alcohol  or  in  the  form  of  rum, 
brandy,  or  gin. 

Air.  Whitman.  It  comes  in  in  several  forms,  I am  told,  sir.  Nat- 
urally it  would  come  in  as  rum  when  it  comes  from  cane  juices.  It 
also  comes  in  in  the  form  of  neutral  spirits. 

Senator  AIurdock.  So  it  does  come  in  hi  both  the  form  of 

Air.  Whitman.  Some  has  come  m as  gm  of  rather  questionable 
quality.  It  can  come  in  in  various  forms.  It  does  not  come  in,  of 
course,  in  tankers,  as  industrial  alcohol  would  be  moved. 

Air.  Sourwtne.  Alay  I go  to  a different  line  of  questioning  for  the 
moment? 

Air.  Nelson,  every  now'  and  then  w'ith  reasonable  frequency  w'e  read 
hi  the  papers  about  an  order  of  the  W.  P.  B.  releasing  electric  irons  or 
vacuum  cleaners  or  motorcycles.  Would  the  procedure  which  is 
followed  ill  such  releases  be  equally  applicable  to  the  release  of  indus- 
trial alcohol? 

Air.  N ELSON.  It  w'ould  not. 

Air.  SouRW'iNE.  What  is  the  difference? 

Air.  NejLson.  When  w'e  release  an  iron  we  go  hi  to  all  the  compo- 
nents to  make  irons,  and  w^e  determine  that  the  essential  economy 
needs  irons,  and  w'e  determine  where  and  how  it  should  be  produced 
so  it  will  not  interfere  with  the  war. 
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The  motorcycles  you  saw  released  were  surplus  from  the  Army  and 
were  released  to  essential  uses  in  the  economy. 

In  the  case  of  alcohol  we  would  simply  release  the  facilities  and  say 
we  no  longer  needed  those  facilities. 

Mr.  SouRWiNE.  A short  time  ago  you  released  some  bobby  pins, 
didn’t  you? 

Mr.  Nelson.  That  is  right,  sir. 

Mr.  SoxjRwiNE.  Would  that  commodity  be  in  the  category  of  essen- 
tial use,  like  the  motorcycles,  or  would  it  b(!  more  comparable  with 
alcohol? 

Mr.  Nelson.  I would  consider  that  a very  essential  thing.  We 
have  a lot  of  women  war  workers  who  need  hobby  pins  to  keep  their 
hair  up. 

Mr.  SouRWiNE.  There  is  then  a question  in  your  mind  whether 
beverage  alcohol  has  any  essentiality  in  the  civilian  economy? 

Mr.  Nelson.  I have  never  tried  to  determine  that  anything  is 
essential  or  nonessential. 

Senator  Ferguson.  Who  does  determine  essentiality? 

Mr.  Nelson.  We  determine  relative  essentiality.  We  try  relig- 
iously to  avoid  calling  anything  in  this  economy  nonessential.  We 
put  ft  on  the  basis  of  relative  essentiality.  We  have  never  determined 
that  there  are  no  other  uses  that  may  not  be  more  or  less  essential. 

Senator  Ferguson.  But  you  do  come  to  a point  where  if  a thing  is 
not  declared  to  be  essential  it  cannot  be  manufactured? 

Mr.  Nelson.  That  is  correct,  sir. 

Senator  Ferguson.  Have  you  ever  considered  taking  the  amount 
of  alcoholic  spirits  and  whisky  owned  by  the  various  distillers  and 
putting  it  into  essential  war  needs  and  essential  civilian  needs? 

Mr.  Nelson.  We  have  considered  that,  sir. 

Senator  Ferguson.  What  has  been  your  determination? 

Mr.  Nelson.  If  we  could  keep  up  with  the  supply  with  manu- 
factming  and  the  stock  pile  we  would  not  take  the  taxpayers’  money  to 
take  the  whisky  now  in  storage  and  reconvert  it. 

If  we  were  caught  at  the  point  where  we  could  not  take  care  of  the 
military  requirements  we  would  take  every  bit  in  this  country  and 
would  not  hesitate. 

Senator  Ferguson.  I assume  that  is  true.  Have  you  ever  requested 
these  manufacturers  to  hold  a certain  amount  of  this  as  a stock  pile, 
that  you  may  later  need  it? 

Mr.  Nelson.  I don’t  know  of  that. 

Senator  Ferguson.  What  agency  determines  as  to  whether  or  not 
civilians  can  hold  stock  piles  of  any  material?  Suppose  I had  so 
many  million  bobby  pins  in  a warehouse.  Can  anyone  determine 
that  I must  release  those  to  the  civilian  people? 

Mr.  Nelson.  I have  never  had  a thing  like  that  come  up.  W’^hat 
we  have  done  is,  if  we  found  you  had  the  bobby  pins,  is  to  say,  “The 
country  needs  those  boobby  pins.’’  And  in  every  case  where  I have 
appealed  to  the  people  that  has  been  done. 

Senator  Ferguson.  That  has  been  done  in  certain  cases. 

Mr.  Nelson.  That  has  been  done  in  certain  cases  and  we  would 
not  hesitate  to  do  it. 

Senator  Ferguson.  That  has  never  been  attempted  so  far  as  the 
alcohol  stocks  of  these  various  manufacturei-s  are  concerned? 

Mr.  Nelson.  No,  sir. 
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Mr  SOURWINE.  Going  back  to  the  question  of  the  authority  ^ the 
W P B.  to  direct  a beverage  holiday  or  release  ethyl  A j 

Povernment  stock  if  you  determined  that  there  was  need  and  justi- 
fication for  a release  of  Government  stocks,  would  you  have  to  consult 
wiror  “ei’Eugh  or  get  the  approval  of  auy  other  Government 

“®m7neSon’  I don't  know  that  we  would.  Naturally  what  the 
■ War  Production  Board  attempts  to  do  is  to  consult  other  agencies 

’*'Mr"’souRwiNB.  But  the  authority  would  Mt  with  you? 

let?  heL7»t‘  ”Sl>rw?u!dVve^u£ty  to  do 
that  without  clearing  with  anyone  else' 

Mr  SoTOwmE^^  You  have  been  quoted  on  several  occasions  as 
being  oppo™to  an  alcohol  “hoUday.”  Is  that  an  official  or  a 

^^mTnelso^  That  is  incorrect.  I have  made  the  statement  that 
T ^ oDTOsed  to  the  use  of  alcohol  so  long  as  our  supplies  are  mad- 
Guate  for  any  other  purpose  except  those  which  we  have  ^oolared 
eiential  to  tL  war  and  essential  civilian  economy.  ,, 

made  the  statemnet  or  thought  that 

u onu]f{  he  done  I have  no  opposition  to  it  m any  ^^7- 
SeSor  Ferguson.  Have  you  made  a survey  recent  J to  know 
whether  or  not  in  the  near  future  you  anticipate  any  release. 

release  of  that  alcohol 

for  beverage  purposes? 

Mr.  Nelson.  No  immediate  prospect;  no,  sir. 

Fttrottson  And  what  time  does  that  cover. 

Mr  Nks^  I mea2 The  next  3 or  4 mouths.  Cond.tions  may 

'‘‘Sr'K™!' What  could  be  the  conditions  that  would 
change  that?  , 

IlnatofFEKontol.”  wTuW^^^  of  the  stock  pile  have  anything 
e to  do  with  it? 

slnatoriERGuLT'And  capacity  to  produce? 
^natorFERG^ol^^T^  ^^ve  a bearing? 

Mr  Nelson.  Those  tliree  things  would  have  a bearing. 

^nator  Ferguson.  Who  determmes  the  size  of  the  stock  pile  of 
alcohol? 

Mr.  Nelson.  We  no,  p. 

Senator  Ferguson.  V\.  P. 

SenaS  Ferg^?n.*  And  you  have  determined  what  size  stock  pile 
is  essential  at  the  prespt  time? 

SenatorFERGi^?N  " What  is  the  stock  pile  that  you  need? 
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Mr.  Nelson.  We  need  at  least  60  days  stock  for  working  stocks, 
moving  it  around  the  country,  and  the  size  would  depend  entirely 
upon  what  our  projected  requirements  were  going  to  be  in  the  year 
1945.  We  always  have  to  think  in  long  range.  We  have  to  thmk 
of  what  the  requirements  will  be  in  1945  and  the  size  stock  pde  we 
would  want  for  that  would  be  predicated  upon  the  requirements  for 

1945 

Senator  Ferguson.  In  other  words,  the  pipe  line  should  have  at 

least  60  days’  supply?  , , , , , ■ 

Mr.  Nelson.  With  less  than  that  w^e  would  f(jel  very  apprehensive, 

sir. 

Senator  Ferguson.  Is  that  in  line  with  other  requirements  of  a like 

nature?  , i 

Ivir.  Nelson.  Yes.  Some  have  90  and  some  120.  It  depends  upon 

whether  it  has  to  be  imported  into  this  country  and  the  speed  with 
which  you  can  get  up  new  production,  and  so  lorth.  The  stock  pile 
that  we  have  varies  entirely  with  the  commodity. 

Senator  Ferguson.  Do  you  have  anything  to  do  with  lend-lease  to 

determine  how  much  should  go  on  lend-lease?  , 

Mr.  Nelson.  We  do  not  have  the  final  say,  sir.  The  protocol  is 
made  with  Russia  and  we  get  the  requirements  from  the  British  and 
that  passes  through  F.  E.  A.  It  is  then  submitted  to  us  for  feasibility, 
and  we  say,  “It  is  feasible”  and  if  so  it  passes  on.  If  not  it  comes 
before  our  Requirements  Committee  and  all  of  the  claimants  sit 
around  a table  and  a requirement  is  set  by  the  War  Production  Board 
so  that  each  person  who  is  a claimant  agency  knows  what  they  will 

get. 

We  determine  F.  E.  A.  will  get  so  much,  and  they  divide  it  amongst 

the  claimants.  . . . .•  i * 

Senator  Ferguson.  And  they  determine  whether  it  is  essential  to 

the  war  industry  in  the  country  that  it  is  going  to? 

Mr.  Nelson.  That  is  right. 

Senator  Ferguson.  And  they  could  determine  whether  or  not  that 
country  could  be  using  some  of  its  own  alcohol  for  beverage  purposes? 
Mr.  Nelson.  That  is  right,  sir.  , , , . ,,  . 

Senator  Ferguson.  So  if  Russia  uses  its  own  alcohol  for  vodka^ana 
gets  ours  for  industrial  purposes,  that  would  not  be  determined  by 

you? 

^Ir  Nelson  No  sir. 

Senator  Ferguson.  Have  we  any  lend-lease  alcohol  going  to  Can- 
ada? 

Mr.  Nelson.  I don’t  know  of  any. 

Senator  Ferguson.  Had  we  an  agreement  last  year  to  take  any 

industrial  alcohol  from  Canada?  j i i 

^Ir.  Whitman.  We  had  a contract  for  a certain  amount  of  inaustrial 

alcohol.  I suppose  it  was  not  the  maximum  production. 

Senator  Ferguson.  Do  you  know  whether  or  not  we  had  an  agree- 
ment with  them  that  they  were  to  ship  all  alcohol  and  not  take  a 
holiday  for  beverage  purposes? 

Air.  Whitman.  1 don't  know  as  to  that,  ,1-1,0 

Senator  Ferguson.  You  don't  know  they  took  a liquor  holiday!^ 
Air.  Whitman.  I have  been  told  that  they  did,  but  we  do  not  have 
a determination  on  that. 

Air.  Ferguson.  Who  does  make  the  determination  on  that.'' 
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Mr.  Nelson.  We  can’t  control  the  actions  of  other  countries  In 
Canada  we  have  a close  working  arrangement  between  Canada,  Cieat 
Britain,  and  ourselves  through  the  Combined  Production  and  Re- 
sources Board.  There  the  various  questions  are  discussed 

At  that  time  a request  was  made  for  a certain  amount  of  alcohol 
I have  forgotten  all  the  circumstances— I can  get  that  all  together. 
Senator  Ferguson.  Will  you  furnish  that  to  the  committee.' 

« Mr.  Nelson.  I will  be  glad  to.  i o 

The  Chairm.\n.  About  when  was  that,  Mr.  N elson ' 

Mr.  Nelson.  About  a year  ago. 

The  Chairman.  Dr.  Whitman,  you  said  a moment  ago  that  j ou 
, heard  Canada  had  a liquor  holiday. 

Mr.  Whitman.  Yes.  . 

The  Chairman.  Is  that  all  the  information  you  have' 

Mr.  Whitman.  Yes.  . i . 9 

The  Chairman.  No  communications  on  it  whatsoever. 

Mr.  W’^HITMAN.  No. 

The  Chairman.  Just  wild  rumor?  , . i 

Mr.  Nelson.  W^e  knew  in  the  W ar  Production  Board. 

The  Chairman.  Wdiat  you  knew  in  the  W ar  1 reduction  Board  Mr. 

Mr.  Nelson.  This  is  a large  orgpization  Every  smgle  person 
ought  to  know  what  everybody  else  is  doing,  but  it  can  t be  cone. 

The  Chairman.  But  Dr.  W'liitman  is  head  of  this  department. 

Mr  Nelson.  But  this  is  dealing  with  a foreign  country. 

Senator  Murdock.  There  is  no  question  but  what  at  least  a part  ol 
the  industrial  alcohol  produced  in  this  country  is  goii^  to  other 
countries  as  lend-lease  material.  Now,  having  in  mind, 
mav  propound  this  question  to  you,  the  fact  of  the  tremendous  gallon- 
age  of  alcoholic  beverages  consumed  m tb^s  country,  having 
that  it  certainly  has  something  to  do  with  the  health  of  the 
and  having  further  in  mind  the  fact  that  the  quality  of  bquor  con- 
sumed must  of  necessity  have  soine  bearing  upon  the  health  of  the 
people  of  this  country,  wouldn’t  it  be  better  instead  of  allowing  these 
. other  countries  to  ship  into  this  country  the  low-quality  beverages 

that  are  coming  in  here  today  and  being  sold  at  the  tremendously  hi,,h 
prices  we  are  paying,  wouldn’t  it  be  a little  better  practice  to  Jvert 
some  of  that  low-quality  beverage  and  some  of  the  industrial  alcohol 
. into  lease-lend  and  allow  the  distillers  of  this  country  to  make  a little 

better  beverages  for  our  own  people?  iLp 

Why  should  we  be  so  meticulous  with  reference  to  the  quality  ot  the 

industrial  alcohol  that  comes  in  from  the  outside  and  be  rather 
careless  as  to  the  quality  of  beverage  alcohol  that  comes  in. 

Mr  Nelson.  There  have  been  several  proposals  made.  Une  was 
made  j ust  yesterday.  W'e  certainly  will  review  this  most  carefully  on  a 
changed  basis  that  might  lead  to  something  like  that  and  we  w ould 

be  glad  to  consider  it.  F.  E.  A.  does  the  ^ 

Air.  SouRWiNE.  You  mean  that  the  Seagram  Co.  has  finally  made 

a formal  offer?  , . ,,  , u ^ 

Air,  Nelson.  They  have  made  it  several  times.  It  has  been  made 

sevei’al  places  in  the  Government. 

The  Chairman.  Who  is  that?  . a 

Mr.  Nelson.  Gen.  Frank  R.  Schwengel  saw  me  yesterday.  He 

presented  some  very  logical  reasoning  and  argument  on  something 
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that  might  be  worked  out,  and  certainly  we  are  going  to  go  into  it 
most  carefully. 

Senator  Murdock.  Is  that  in  answer  to  my  question? 

Mr.  Nelson.  Yes,  sir. 

Senator  Murdock.  Now,  is  the  reason  for  the  shipping  of  molasses 
from  our  island  possession  and  Cuba  into  this  country,  instead  of  their 
industrial  alcohol,  influenced  or  affected  at  all  by  pressure  from  the 
distillers  w’ho  are  producing  industrial  alcohol  under  cost-plus 
contracts? 

Mr.  Nelson.  No,  sir. 

Mr.  Whitman.  No,  sir. 

Senator  Murdock.  They  are  not  attempting  to  influence  or  affect 
your  policy  at  all  on  that  particular  policy? 

Mr.  Whitman.  The  answer  is  categorically  no,  sir. 

Senator  Ferguson.  He  asked  if  they  were  attempting  to  influence- 
read  that  last  question,  please. 

(Question  read  by  the  reporter.) 

Senator  Murdock.  Are  they  bringing  any  pressure  on  you  people 
to  keep  you  from  shipping  in  the  raw  materials? 

Mr.  Nelson.  I think  we  are  getting  awfully  technical  here  about  a 
few  words. 

The  Chairman.  It  seems  to  me  the  technicality  is  being  raised  by 
Dr.  Whitman.  I would  like  to  have  the  doctor  answer  the  question. 

Mr.  Nelson.  I thought  you  wanted  information. 

The  Chairman.  We  do  want  information. 

Mr.  Whitman.  I was  trying  to  be  quite  accurate,  sir.  It  is  quite 
obvious  that  in  this  operation  we  are  receiving  all  kinds  of  advice 
from  all  different  sources,  and  I did  not  want  to  say  categorically  that 
no  one  had  attempted  to  argue  that  point  because  I don’t  know 
whether  they  have  or  not.  1 was  saying  categorically  that  we  have 
felt  no  influence  by  the  distillers  to  argue  for  molasses  importation 
for  the  reasons  which  you  have  stated. 

Senator  Murdock.  Now,  can  we  follow  that  by  this  question? 
Is  there  any  question  in  your  mind  but  what  it  is  very  advantageous 
to  the  big  distilleries  producing  industrial  alcohol  on  a cost-plus  basis 
to  be  assured  of  a constant  supply  of  raw  materials  in  the  form  of 
molasses  from  the  island  possessions? 

Mr.  Whitman.  1 don’t  think  we  are  concerned  with  that  point. 

The  War  Production  Board  requires  the  production  of  industrial 
alcohol  and  we  want  the  biggest  supply  of  molasses  we  can  have  in 
order  that  the  distillers  can  turn  out  the  alcohol  we  need. 

Senator  Murdock.  You  don’t  want  it  to  the  point,  nor  is  the  neces- 
sity great  enough  for  you  to  clamp  down  with  a piohibition  against 
lease-lending  our  industrial  alcohol. 

Mr.  Whitman.  That  is  something  that  is  determined  outside  the 
War  Production  Board. 

Senator  Murdock.  Let  me  ask  you  this:  Suppose  the  War  Pro- 
duction Board  would  adopt  this  policy,  that  you  need  every  gallon  of 
industrial  alcohol  that  can  be  produced  in  this  country;  then  if  Lease- 
Lend  wants  to  send  some  of  it  to  Russia  and  some  to  England  and 
other  places,  certainly  the  priorities  of  our  own  country  would  come 
first,  wouldn’t  they? 

Mr.  Nelson.  The  President  said  this  was  to  be  arsenal  of  democ- 
racy. We  arc  aiding  every  one  of  our  allies  to  win  this  war  in  the 
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shortest  possible  space  of  time,  and  we  consider  the  requests  of  our 
allies  for  materials  to  use  in  winning  the  war  as  a requirement  of  oui-s. 
We  cannot  say  our  requirements  must  come  first.  . 

We  say  that  Russia  has  done  an  amazingly  fine  ]ob  in  trying  to 

lick  the  very  Germans  we  are  trying  to  lick. 

You  said  “would  our  requirements  come  first?  V\  e consider  their 
requirements  as  very  essential  and  we  also  ship  to  other  comitries 
* things  which  we  need  very  badly,  but  which  they  also  need  very  badly. 

Senator  F'erguson.  Do  I undeistand  that  Lend-Lease  has  priority 

over  essential  civilian  requirements?  ■ • i 

Mr.  Nelson.  We  sit  around  a table  and  if  m our  opmion  it  becomes 
’ very  necessary  that  that  country  gets  steel  for  tanks,  or  this  country 

gets  tires,  it  is  supplied.  The  requirements  are  adjusted  to  supply 
and,  in  that  adjustment,  need  is  the  primary  thing. 

Senator  Ferguson.  In  alcohol  have  you  been  able  to  supply  all 

essential  civilian  requirements? 

Mr.  Nelson.  Yes,  sir. 

Mr.  SouRWiNE.  Your  decision  against  a liquor  holiday  or  tne 
release  of  alcohol  from  the  Government  stock  pile  for  beverage 
purposes,  and  I include  in  that  your  past  decisions  and  the  decisions 
enunciated  here  today  that  there  can  be  none  for  the  future 
Mr  Nelson  (interjecting).  Unless  requirements  change. 

Mr.  Sourwine.  That  is  based  entirely  upon  the  supplies  and 

requirements  situation? 

Mr.  Nelson.  Yes.  t 

Mr.  Sourwine.  Have  you  personally  ^gatnered  statistics  of  supply 

and  demand?  . i i j 

Mr  Nelson.  I don’t  think  there  is  one  thing  we  have  had  more 

people  gathering  statistics  on.  Mr.  Whitman  collects  them,  people 
from  our  bureau  gather  them.  AU  requirements  must  be  carefully 
reviewed  because  there  are  duplications  and  they  cover  steel  and 

copper  and  everything  else.  „ , , ^ v j 

Mr.  Sourwine.  Your  decision  is  really  based  upon  figures  supplied 

by  subordinates  upon  whom  you  must  necessarily  rely? 

* Mr.  Nelson.  That  is  correct. 

Mr.  Sourwine.  Would  you  be  inclined  to  approve  some  plan  tor 
the  release  of  alcohol  for  beverages  if  you  felt  it  could  be  done  without 
diverting  alcohol  from  essential  war  uses  in  any  quantity  w hich  would 

o interfere  with  the  war  effort?  i - a 

Mr.  Nelson.  I see  no  reason  to  oppose  it.  We  have  to  revi^  and 

weigh  everything  on  wUat  in  our  judgment  is  necessary  to  wun  the  war 

in  the  shortest  space  of  time. 

Mr.  Sourwine.  That  was  the  main  question? 

Mr.  Nelson.  Yes.  We  could  put  in  added  facilities  and  increase 
production  tremendously.  We  believe  that  wrould  be  interfering  wit 
the  war  effort  today.  We  are  considering  and  do  consider  every 
proposition  for  increasing  the  supply  of  alcohol  when  it  can  be  done 

with  the  minimums  of  material  and  manpower. 

Manpower  is  a very  limiting  factor  at  the  present  time  in  war 
production.  We  have  had  to  weigh  every  request  in  the  light  of 

manpower  and  other  essential  things.  ^ -i.  i,  u 

Mr.  Sourwine.  Suppose  for  the  sake  of  discussion,  that  it  should  be 

found  in  addition  to  all  other  supplies  that  only  220,000,000  gallons  of 
alcohol  would  be  needed  from  beverage  distilleries  during  the  present 
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year  to  meet  the  needs  of  the  war  effort.  I'hat  would  be  below  the 
estimated  production  of  those  distilleries,  would  it  not? 

Mr.  Nelson.  It  would. 

Mr.  SouRwiNE.  Now,  is  there  anything  infeasible  in  dividing  that 
alcohol  into  monthly  installments  and  saying  to  the  distillers,  in 
effect,  “Here  are  your  quotas,”  and  then  saying,  “What  you  produce 
above  these  amounts  you  can  use  for  beverage  purposes”? 

Mr.  Nelson.  I see  no  objection  providing  we  make  known  what 
we  are  going  to  need  in  1945  and  how  much  the  stock  pile  can  be  built 
up.  If  our  requirements  from  1945  are  much  greater  than  our 
production  in  this  country,  we  will  have  to  build  up  the  stock  pile. 

Mr.  SouRwiNE.  Isn’t  it  much  too  early  to  make  much  more  than 
a wild  guess  at  the  requirements  for  1945? 

Mr.  Nelson.  That  is  right. 

Mr.  SouRWiNE.  What  would  be  the  objection  to  fixing  a percentage 
of  total  production  from  beverage  distilleries  which  might  be  diverted, 
as  produced,  to  beverage  uses? 

Mr.  Nelson.  If  we  don’t  need  it  we  will  release  the  facilities. 

Senator  Ferguson.  Have  3mu  ever  thought  if  you  put  them  on  a 
quota  basis  rather  than  a cost-plus,  and  told  them  you  require  so 
many  gallons  and  anything  above  that  they  could  produce  for  their 
own  use — don’t  you  think  their  efficiency  would  go  up  and  they  would 
be  able  to  produce  some  for  themselves? 

Mr.  Nelson.  Maybe  so,  sir.  But  you  have  the  question  of  your 
grain  supply  to  consider.  W"e  have  had  to  get  allocations  of  grain 
from  the  War  Food  Admirtistration  in  order  to  make  this  alcohol 
and  the  War  Food  Administration  protests  any  excessive  use  of 
grain. 

AVe  have  to  get  allocations  of  grain  to  make  the  alcohol  we  need. 

Senator  Ferguson.  Am  I to  undeistand  that  under  the  present 
sj^stem  the  Government  buys  all  alcohol  now  manufactured  and  pays 
a large  subsidy? 

Mr.  Nelson.  W*ill  you  explain  that?  [Indicating  Mr.  Whitman.] 

Mr.  Whitman.  The  Government  buys  all  alcohol  made  from  grain. 

Senator  Ferguson.  Has  there  been  a limitation  recently  on  making 
alcohol  out  of  wood? 

Mr.  Nelson.  We  are  considering  that,  sir.  We  have  approved 
one  facility  for  making  alcohol  from  sulfite  liquors  and  are  reviewing 
another  way  of  making  it  from  wood  waste. 

Mr.  Ferguson.  Could  you  give  us  the  ]>rices  on  manufacturing 
alcohol  in  this  countrv? 

_ A 

Mr.  Whitman.  Defense  Supplies  Corporation  could  do  it. 

Senator  Ferguson.  Would  you  say  it  would  run  from  $1.60  down? 

Mr.  W^HiTMAN.  It  might. 

Senator  Ferguson.  And  then  it  is  sold  at  50  cents  a gallon,  so  that 
the  subsidy  in  certain  cases  is  as  much  as  $1.10  a gallon? 

Mr.  W'hitman.  I haven’t  the  figures. 

Senator  F erguson.  Have  you  any  knowledge  at  all  on  the  question? 

Mr.  W'hitman.  I have  the  knowledge  that  alcohol  from  grain  at 
present  grain  prices  is  quite  expensive,  and  that  Defense  Supplies 
Corporation  buys  at  certain  prices  which  are  generally  above  the  alco- 
hol ceiling  and  distributes  it  directly  to  Government  agencies  like  the 
Army  and  Navy  and  the  Rubber  Reserve,  and  a certain  small  amount 
of  it  goes  back  into  commercial  channels  within  the  ceiling  price 
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Senator  Ferguson.  Then  when  you  sell  back  to  the  commercial 
industry,  for  instance,  to  make  cosmetics,  there  is  a large  subsidy  on 
that? 

Mr.  AVhitman.  I said  this  was  alcohol  from  grain.  It  is  my  impres- 
sion that  most  of  the  alcohol  from  molasses  is  not  so  handled,  and  that 
that  is  sold  within  the  ceiling. 

Senator  Ferguson.  You  mean  that  the  alcohol  made  from  molasses 
coming  in  from  Cuba  and  our  possessions  does  not  cost  the  ceiling  on 
a cost-plus  basis?  Have  you  any  knowledge  on  that  basis? 

Mr.  AVhitman.  The  alcohol  from  molasses,  I believe,  is  required  to 
be  sold  at  the  ceiling  without  any  transaction  wfith  a Government 
agency.  I think  that  is  all  arranged  by  the  Office  of  Price  Adminis- 
tration. 

Senator  Ferguson.  Do  you  know  whether  there  are  any  subsidies 
paid  on  the  alcohol  that  is  made  from  molasses  or  any  grain  or  produce 
coming  in  from  our  possessions  or  Cuba? 

Mr.  W'hitman.  I don’t  believe  I can  answer  that.  I am  not  com- 
petent to  answer  that. 

Mr.  Nelson.  AVe  do  know  of  the  contract  on  that.  It  is  my  gen- 
eral impression  that  the  alcohol  from  molasses  sells  at  ceiling  prices 
for  certain  uses  and  to  certain  other  users  the  alcohol  is  sold  by  the 
Defense  Supplies  Corporation. 

Mr.  SouRWiNE.  Mr.  Nelson,  do  you  have  any  facts  or  figures  con- 
cerning the  possibilities  of  increasing  the  production  capacity  of  dis- 
tillers, and  the  costs  of  such  production  increases? 

Mr.  Nelson.  I think  Mr.  AAThitman  can  answer  that. 

Mr.  AAThitman.  AA'e  know  certain  expansions  could  be  carried  out, 
particularly  at  existing  grain  facilities,  expansions  which  we  have  not 
approved  because  they  would  correspond  to  an  additional  consump- 
tion of  grain. 

Mr.  SouRWiNE.  Do  you  know  what  the  aggregate  of  the  possible 
expansions  would  be,  and  what  the  aggregate  of  the  cost  of  such  ex- 
pansions would  be? 

Mr.  AAThitman.  I don’t  think  I could  give  you  a figure  that  would 
mean  much. 

Mr.  SouRWiNE.  On  the  basis  of  the  Government  plants  which 
have  been  constructed  and  are  now  in  production,  what  has  been  the 
cost  to  the  Government  of  each  $1,000,000  of  annual  production 
capacity? 

Mr.  Whitman.  As  far  as  the  three  new  plants  which  have  been 
built  the  cost  of  the  plants  per  million  gallons  of  capacity  has  avei'aged 
around  $275,000. 

Mr.  SouRWiNE.  So  that  $1,000,000  will  buy  a little  less  than 
4,000,000  gallons  of  annual  capacitj’? 

Mr.  AAThitman.  Yes,  sir. 

Mr.  SouRWiNE.  Mr.  Chairman,  I would  like  to  put  in  the  record 
at  this  point,  as  the  first  exhibit,  a statement  furnished  by  Mr. 
George  Moore,  the  chief  investigator  of  this  committee,  which  is  a 
compilation  of  replies  from  non-Government-OMTied  industrial  plants 
to  an  inquiry  with  regard  to  the  possible  increases  in  their  production 
capacities  of  industrial  alcohol  through  minor  additions  and  improve- 
ments to  present  plant  facilities. 

The  table  shows  that  25  companies  in  the  United  States  believe 
that  with  the  expenditure  of  $4,100,000  their  annual  production 
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could  be  increased  by  about  62,100,000  wine  gallons  of  190-proof 
alcohol,  a cost  of  $1,000,000  for  each  15,000,000  gallons  of  annual 
■capacity. 

The  Chairman.  It  may  go  in  the  record. 

(The  document  is  as  follows:) 

The  Effect  that  Minor  Improvements  and  Additions  to  Private  Industrial 

Alcohol  Plants  Would  Have  Upon  the  Production  of  Industrial 

Alcohol 

(Statement  furnished  by  Mr,  George  Moore,  chief  investigator,  Senate  Judiciary 
Subcommittee  Investigating  the  Alcoholic  Beverage  Industry) 

The  attached  table  shows  that  25  industrial  alcohol  companies  of  the  United 
States  believe  that  with  expenditures  of  about  $4,100,000  their  annual  production 
could  be  increased  by  about  61,200,000  wine  gallons  of  190-proof  alcohol. 

The  latter  part  of  March  1944,  the  Senate  Subcommittee  to  Investigate  the 
Use  of  Farm  Crops  addressed  an  inquiry  to  about  70  non-Government-owned 
industrial  alcohol  plants  asking:  “WTiat  equipment  would  be  necessary  to  increase 
your  current  production  of  alcohol,  the  cost  of  same,  arid  the  number  of  gallons 
which  the  additional  equipment  would  add  to  current  production?”  To  date  the 
Subcommittee  of  the  Judiciary  has  in  its  possession  52  replies.  Only  16  com- 
panies state  that  they  cannot  increase  production  without  erecting  a complete 
new  plant.  Four  in  the  Pacific  coast  area  stated  that  they  were  not  in  production 
because  of  the  lack  of  Hawaiian  molasses;  however,  one  of  these  said  that  they 
could  double  production,  while  another  said  that  they  could  not  increase  pro- 
duction, and  the  remaining  two  were  noncommittal.  Five  companies  stated 
that  production  could  be  increased,  but  gave  no  supporting  data.  Two  companies 
stated  that  they  could  increase  their  production  by  1,224,000  wine  gallons  per 
annum  and  by  75,000  proof  gallons  per  month,  respectively,  but  gave  no  equip- 
ment cost  estimate  and  therefore  are  not  included  in  the  totals  cited  in  the  first 
paragraph.  Therefore,  a final  recapitulation  shows  that  33  companies  state  that 
they  could  increase  their  production  of  alcohol  by  certain  additions  to  and 
alterations  in  their  plants. 

It  should  be  pointed  out  here  that  at  the  present  lime  it  is  costing  the  Govern- 
ment $250,000  in  plant  facilities  for  every  1,000,000  gallons  of  alcohol  manu- 
factured by  Government-owned  plants.  At  the  same  time  the  attached  table 
shows  that  additions  to  and  improvements  in  25  privately  owned  alcohol  plants 
costing  private  industry  about  $4,100,000  could  produce  an  additional  61,200,000 
gallons  of  industrial  alcohol  or  1,000,000  gallons  for  each  expenditure  of  $67,200 
for  additional  equipment. 

The  letters  received  from  the  Big  Four  are  M’oUhy  of  mentioning.  Two  of 
them  (National  Distillers  Products  Co.  and  Schenley  Distillers  Corporation) 
stated  that  they  could  not  increase  production.  However,  Hiram  Walker  & 
Sons,  Inc.,  stated  that  they  could  increase  their  annual  production  by  7,000,000 
gallons  with  the  addition  of  improvements  costing  $1,491,400.  Joseph  E. 
Seagram  & Sons  stated  that  production  could  be  increased  throughout  the  industry 
by  better  methods  of  milling,  conversion,  yeasting,  fermentation,  and  distillation, 
although  no  figures  were  cited. 


I 

I 


I 


LIQUOR  INDUSTRY 


623 


* 


Compilation  of  replies  received  from  non-Government-owned  industrial  plarits  to  an 
inquiry  by  a subcommittee  of  the  Senate  Agriculture  Committee  re  possible  increases 
in  the  production  of  industrial  alcohol  through  minor  unprovements  in  and  addi- 
tions to  present  plarit  facilities 


Name  of  company 

Cannot 
j increase 
j production 

Can  in- 
crease pro- 
duction 
(annual 
increase 
in  wine 
gallons  at 
190  prooQ 

Cost  of 
improve- 
ments 
required 

(0 

9 T.flf*  Inn  . _ . 

360,000 

$43,906 

1,530,000 

25,000 

1,440,000 

60.000 

Apr.  11,1944 
Apr.  6, 1944 
Mar.  29,1944 
Mar.  27, 1944 

(*) 

(*) 

(ri 

(9 

102,000 

2,500 

6, 780, 000 

7, 100 

900,000 

70,000 

19  W P Rnnihh  "nictillinv  P.n..  Tnr,  . _ _ 

240,000 

25,000 

12  Tflmps  R Dist.illintr  Cn..  Inc 

340,000 

5,000 

1i  niH  TimpR  Tlist.illorv  Co  ..  

(») 

(9 

1,938,000 

30,000 

X 

X 

1,224,000 

X 

99  Thp  Shorwoo^l  DiRt.illinC'  Co  . . . 

X j 

0 

(9 

X 

94  Ch«rt.r#»R  Aloohol  Co  

850,000 

2,500 

9.A  .TnmpQ  Ar  Co..  Ttif*  

276,000 

26,000 

587,000 

16,000 

X 

5, 500,000 

750,000 

X 

790,000 

65,000 

X 

X 

22  PflrV  Ar  Tilford  Di.RtilInrs,  Tnc  . ...  _ 

1,800,000 

110,000 

(9 

TTirnm  Walkor  Ar  Rons,  Tnc  . _ 

7,000,000 

1,491,400 

X 

X 

2R  \fidwcst.  Rolvcnts  Co  . . 

1,000,000 

29,600 

2Q  Hnlf  Distillinp  Corporation  . 

X 

X 

41  Ciimmins-Collins  Dist.illprips  _ . 

X 

(®) 

42  A Smith  TTowman  Distillery  - 

328,500 

15,000 

AA  rionerol  Distillers  Coriviratinn  of  Iventiiekv  Tnc  

11,800 

5,000 

4A  Dillimrer  Distilleries.  Tnc  ....  

255,000 

20,000 

(10) 

47  Clinton  Products  Co  

2,660,000 

3^,665 

4R  Fairfield  Distillerv  - ---  

300,000 

10,000 

170,000 

8,000 

26,602,000 

888,000 

X 

52.  Hedgeside  Distillery  Corporation — 

400,000 

40,000 

Total  - 

61,160, 300 

4,110,006 

1 Production  could  be  increased  through  better  methods  of  milling,  conversion,  yeasting,  fermentation, 
and  distillation  throughout  entire  industry,  no  figures  cited. 

* Not  in  production  (lack  of  Hawaiian  molasses.) 

* Addition  of  equipment  costing  $5,000  would  increase  production  from  200,000  proof  gallons  per  month 
to  400,000  proof  gallons. 

* Not  in  production  (lack  of  Hawaiian  molasses).  But  could  not  mcrease  production. 

* 20  percent  increase. 

* Small  expenditure. 
f Some  increase. 

^Productive  capacity  could  be  increased— no  figure  given. 

•Productive  capacity  could  be  increased  by  250  to  300  bushels  daily. 

75,000  proof  gallons  per  month. 
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Senator  Ferguson.  Mr.  Whitman,  you  mentioned  that  the  requests 
to  add  to  the  facilities  would  cause  more  grain  to  be  used.  Have 
there  been  requests  where  they  could  add  to  their  efficiency  and  make 
more  alcohol  out  of  the  same  amount  of  grain? 

Mr.  Whitman.  We  have  encouraged  such  requests  in  the  past. 
We  have  asked  the  distillers  to  submit  projects  to  us  aimed  at  in- 
creased capacity. 

Senator  Ferguson.  Have  you  turned  down  such  requests? 

Mr.  Whitman.  A great  many  because  those  requests  then  ran  up 
against  the  possibility  of  increasing  grain  consumption  in  the  alcohol 
program. 

Senator  Ferguson.  I am  talking  about  increasing  the  amount  of 
alcohol  that  is  obtained  from  each  bushel  of  grain  or  pound  of  grain. 
Have  you  turned  down  any  of  the  requests  where  they  would  add 
to  the  efficiency  of  their  plant  and  make  more  from  less? 

Mr.  Whitman.  I don’t  personally  recall  any  requests  where  the 
objective  was  directed  to  get  more  alcohol  from  a bushel  of  grain. 

There  have  been  a great  many  requests  which  we  have  encouraged 
for  increasing  the  byproduct  recovery,  the  feeds  from  the  distilleries, 
and  there  has  been  a program  approved  which  has  involved  about 
$19,000,000  of  expenditure  that  is  now  going  on,  partly  completed, 
for  the  recovery  of  feeds  from  the  distillery  operations.  That  has 
been  the  primary  type  of  project  wliich  has  improved  the  efficiency, 
but  it  has  been  getting  more  out  of  a bushel  of  grain  than  just  the 
alcohol. 

Mr.  Nelson.  And  we  have  approved  projects  for  increasing  the 
efficiency  of  the  butadiene  plants  and  the  recovery  of  alcohol  from 
the  butadiene  plants  and  also  petroleum, 

Mr.  SouRwiNE.  Does  the  W.  P.  B.  have  a firm  policy  with  respect 
to  stock  piles? 

Mr.  Nelson.  We  do  have. 

Mr.  Sourwine.  Reasonably  uniform? 

Mr.  Nelson.  Reasonably  imiform  with  respect  to  different  mate- 
rials. 

Mr.  Sourwine.  AVhat  is  that  policy? 

Mr.  Nelson.  To  be  able  to  foresee  the  meeting  of  the  military 
requirements  for  the  duration  of  the  war.  In  most  cases  we  go  to 
the  Chiefs  of  Staff  with  a policy.  We  have  recently  gone  to  them 
with  a proposed  change  reducing  the  stock  piles  and  we  have  now  a 
policy  from  the  Chiefs  of  Staff  in  regard  to  stock  piles. 

Tlie  Chiefs  of  Staff  are  the  ones  who  determine  the  strategy  and 
have  the  whole  outlook  on  the  war,  and  we  work  very  closely  with 
them. 

^^Ir.  Sourwine.  And  your  policy  is  what? 

Mr.  Nelson.  It  varies  with  diferent  types  of  material.  In  some 
cases  we  have  a stock-pde  policy  of  3 years. 

Mr.  Sourwine.  I mean,  can  you  state  your  policy  broadly  in  such 
terms  that  it  would  apply  to  any  particular  case? 

Mr.  Nelson.  I think  we  might  take  alcohol.  We  were  discussing 
alcohol. 

At  the  present  time  we  have  viewed  the  stock  pile  as  a part  of  our 
supply  and  built  it  up  very  early.  There  was  a great  deal  of  criticism 
at  the  the  time  we  built  up  our  stock  pile  on  alcohol.  Had  we  not 
done  it  we  would  be  in  difficulty  now. 
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There  are  various  reasons  which  I won’t  discuss  here,  but  they  were 
there.  We  are  now  reviewing  our  requirements  for  1945 

Mr.  Sourwine.  That  is  not  what  I am  trying  to  get  at.  I want  a 
statement  of  policy  basic  enough  to  apply  to  any  commodity.  Would 
this  be  a fair  statement?  I don’t  presume  to  say  it  is,  but  it  may  give 
you  my  thought. 

Is  it  the  policy  of  the  War  Production  Board  to  attempt  to  estimate 
what  requirements  will  be  far  enough  in  advance  that  you  will  always 
be  armed? 

Mr.  Nelson.  That  is  correct. 

Mr.  Sourwine.  And  it  has  been  your  policy  to  accumulate  a 
stock  pile  which  will  be  sufficient,  plus  reasonably  anticipated  produc- 
tion, to  meet  those  requirements,  and  you  do  not  attempt  and  it  is  not 
your  desire  to  maintain  any  stock  pile  in  excess  of  that  amount? 

Mr.  Nelson.  Very  well  stated,  sir. 

Mr.  Sourwine;  Do  you  recall  any  instances  in  which  the  War 
Production  Board  has  adopted  a policy  of  stock  piling  any  critical 
material  in  excess  of  reasonably  anticipated  future  requirements? 

Mr.  Nelson.  No,  sir. 

Mr.  Sourwine.  Does  the  War  Production  Board  have  a policy  of 
stock  piling  materials  where  the  production  exceeds  current 
requirements? 

Mr.  N ELSON.  I don’t  know  of  any,  sir.  That  is,  production  in  the 
United  States? 

Mr.  Sourwine.  The  War  Production  Board  has  made  recent 
cut-backs 

Mr.  Whitman.  The  War  Product' on  Board  dehberately  stock 
piled  alcohol  in  the  ear  y days,  at  a time  when  production  did  exceed 
current  requirements,  but  it  was  against  a future  requirement. 

Mr.  Sourwine.  The  War  Production  Board  has  made  recent  cut- 
backs in  light  metals  production? 

Mr.  Nelson.  That  is  true,  sir. 

Mr.  Sourwine.  The  reason  given  for  that  action  was  excess  of 
production  over  rqeuirements? 

Mr.  Nelson.  Yes,  sir. 

Mr.  Sourwine.  Is  it  true  that  present  plans  call  for  a stock  pile  of 
100,000  tons  of  rubber  by  the  end  of  the  calendar  year? 

Mr.  Nelson.  I am  not  able  to  answer  that  question.  I don’t 
know  what  Mr.  Dewey’s  plans  are. 

I know  100,000  tons  is  about  the  minimum  working  stock  now. 

Mr.  Sourwine.  We  don’t  have  that  much  now,  do  we? 

Mr.  Nelson.  Are  you  talking  about  crude  rubber  or  crude  rubber 
plus  synthetic. 

Mr.  Sourwine.  Synthetic. 

Mr.  Nelson.  We  are  working  up  to  15  or  20  days. 

Senator  Ferguson.  Have  your  requirements,  that  is,  your  antici- 
pated requirements,  been  shown  to  have  been  high  on  alcohol,  and 
isn’t  it  also  a fact  that  your  anticipated  production  has  been  low  so 
that  you  have  had  at  all  times  a margin  in  between  the  real  require- 
ment and  real  production,  due  to  the  variance  from  what  you  antic- 
pated  on  both  points? 

Mr.  Whitman.  I can’t  answer  that  yes  or  no.  I will  have  to 
explain. 
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I think  I can  explain  very  quickly  to  you,  sir,  that  our  estimates 
as  of  the  early  part  of  1943  of  the  amount  of  alcohol  that  was  going 
to  be  used  in  1943,  turned  out  to  be  too  high  because  the  rubber 
plants  which  use  alcohol  did  not  get  completed  and  fully  operating 
as  fast  as  was  assumed. 

On  the  other  hand,  our  actual  usage  of  alcohol  in  1944  for  rubber 
is 

Senator  Ferguson.  Will  you  take  the  same  year? 

^^r.  Whitman.  In  1943  I said  we  had  overestimated  the  amount 
of  alcohol  that  was  going  to  be  needed  for  1943. 

Senator  Ferguson.  And  you  underestimated  the  capacity  to 
produce? 

Mr.  Whitman.  No,  sir.  But  in  1944  we  actually  are  using  alcohol 
at  a higher  rate  than  we  thought  we  were  going  to  up  it. 

Senator  Ferguson.  Then  you  stated  in  your  requirements: 

Mr.  Whitman.  I believe  the  1,000,000  gallons  a day  for  the  rubber 
program  is  ahead  of  anything  we  predicted  would  occur. 

Senator  Ferguson.  Have  you  ever  furnished  the  committee  your 
anticipated  use  and  your  anticipated  production? 

Mr.  Whitman.  No,  sir. 

Senator  Ferguson.  Would  you  do  that? 

Mr.  Nelson.  We  will  be  glad  to. 

In  answer  to  your  question,  we  prefer  always,  of  course,  to  be  on 
the  safe  side  and  if  there  is  any  error  in  the  picture  it  would  be  in 
overestimating  the  requirements  and  underestimating  the  supplies. 
Estimates  are  only  estimates,  of  course.  They  are  the  best  judgment 
of  a lot  of  individuals. 

Senator  Murdock.  We  had  our  lesson  on  too  little  and  too  late. 

Senator  Lucas.  Do  I understand  that  the  War  Production  Board 
now  estimates  that  at  the  end  of  1944  the  stocks  will  be  22,700,000 
more  than  the  original  estimate  for  1944? 

Mr.  Whitman.  At  the  end  of  the  year,  sir? 

Senator  Lucas.  Yes. 

Mr.  Whitman.  I don’t  know.  We  have  compiled  estimates  about 
every  5 weeks  for  the  past  20  months. 

Senator  Lucas.  I have  a statement  here  which  says  definitely — 

The  War  Production  Board  now  estimates  that  the  1944  year-end  stocks  will, 
be  22,700,000  gallons  more  than  the  original  estimate. 

Mr.  Nelson.  I would  want  to  know  what  the  original  estimate  was. 
We  have  made  hundreds  of  them. 

Here  are  the  latest  figures  submitted  to  me  as  of  May  3,  1944,  by 
Mr.  Whitman,  and  his  present  estimates  are  a supply  of  611,000,000 
gallons  and  requirements  of  636,000,000  gallons,  and  his  estimates  of 
Government  stocks  at  the  end  of  1944  are  59,000,000  gallons,  which  is 
just  about  a working  inventory.  That  may  or  may  not  be  right. 
That  is  the  estimate  we  have  now.  I think  if  you  will  review  our 
estimates  of  what  we  said  we  would  have  and  what  we  did  have,  they 
are  remarkably  close. 

Mr.  SouRWiNE.  We  propose  to  do  that  a little  later. 

The  Chairm.an.  Are  there  any  further  questions.  Senator  Lucas? 

Senator  Lucas.  No;  I won’t  take  up  the  time  now,  Mr.  Chairman. 

Mr.  Sourwine.  Mr.  Nelson,  do  you  know  anything  about  the 
present  relationship  between  requirements  for  rubber  and  production 
of  rubber? 
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Mr.  Nelson.  Yes;  I do. 

Mr.  Sourwine.  Is  it  true  that  present  production  of  rubber  is 
exceeding  present  use,  currently,  month  by  month? 

Mr.  Nelson.  It  is  not,  sir.  We  are  getting  this  new  capacity  in. 
The  new  capacity  for  truck  tires  is  just  be^nning  to  come  in  and  we 
are  way  behind  on  the  furnishing  of  truck  tires. 

Mr.  Sourwine.  What  is  the  monthly  rate  at  which  we  are  produc- 
ing rubber? 

Mr.  Nelson.  I don’t  know. 

Mr.  Sourwine.  It  is  your  understanding  that  we  are  using  more 
rubber  than  is  being  produced? 

Mr.  Nelson.  We  are  just  beginning  to  turn. 

Mr.  Sourwine.  You  do  not  believe  that  there  is  at  present  any 
building  of  the  rubber  stock  pile? 

Mr.  Nelson.  Not  over  and  above  the  requirements  that  are  going 
to  come  in.  Our  limiting  factor  in  the  use  of  rubber  has  been  first, 
facilities  for  making  these  big  tires,  and  second,  the  synthetic  rubber 
and  tire  cord. 

Mr.  Sourwine.  But  it  is  your  understanding  that  there  vdll  not 
be  any  accumulation  of  rubber  between  now  and  the  end  of  the  year? 

Mr.  Nelson.  Those  things  can  be  easily  changed  by  more  know- 
how in  the  petroleum  plants.  The  present  petroleum  plants  are 
being  forced  up  higher  and  higher  in  order  to  take  care  of  the  require- 
ments. They  are  making  certain  improvements.  If  additional 
quantities  of  butylene  can  be  made  available  to  the  butadiene-from- 
petroleum  plants  and  with  some  improvements  in  operations,  these 
plants  may  produce  well  above  their  rated  capacity. 

If  the  know-how  improves  and  the  technique  improves  we  may  get 
away  ahead  of  it  and  we  will  balance  that  each  month.  We  work  in 
close  cooperation  with  the  Rubber  Director,  always  and  the  needs 
of  the  military  services,  and  as  that  changes  month  by  month  we 
review  it. 

Mr.  Sourwine.  Do  you  see  any  prospect  of  any  immediate  appre- 
ciable increase  in  requirements  of  rubber  or  are  they  at  the  peak 
right  now? 

Mr.  Nelson.  I think  the  requirements  are  at  the  peak.  We  would 
like  to  make  more  tires  for  the  essential  civilian  needs. 

The  military  requirements  for  trucks  and  other  cars  are  dependent 
on  the  increased  capacity. 

Mr.  Sourwine.  Let  me  go  on  a new  tack,  Mr.  Nelson. 

How  are  estimates  of  alcohol  requirements  arrived  at? 

Mr.  Nelson.  Like  we  do  all  other  requirements,  by  asking  each 
claimant  agency  what  they  are  going  to  need. 

Mr.  Sourwine.  How  often  do  claimant  agencies  report  to  you  on 
their  requirements? 

Mr.  N elson.  Whenever  we  ask  them. 

Mr.  Sourwine.  About  how  often  is  that? 

Mr.  N elson.  About  every  5 weeks  on  some. 

Mr.  Sourwine.  How  are  the  estimates  of  alcohol  production 
arrived  at? 

Mr.  Whitman.  By  our  best  estimates  from  past  performance  and 
knowing  what  is  likely  to  happen  in  the  future  and  so  forth. 

Mr.  S^ouRWiNE.  Do  you  receive  monthly  reports  on  the  production 
of  industrial  alcohol? 
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Mr.  Whitman.  Yes. 

Mr.  SouRwiNE.  When  the  Rubber  Director  last  advised  the 
W.  P.  B.  on  the  war  requirements  for  industrial  alcohol  what  amount 
did  he  give? 

Mr.  Whitman.  About  1,000,000  gallons  a day. 

Mr.  SouRWiNE.  Is  that  the  total  estimate  for  1944  or  is  that  the 
annual  rate  at  which  the  rubber  program  will  be  using  alcohol  from 
now  on? 

Mr.  Whitman.  That  is  the  rate  they  are  now  using  and  they  expect 
to  continue  at  that  rate. 

Mr.  SouRWiNE.  They  don’t  expect  to  increase  that  rate? 

Mr.  Whitman.  No. 

Mr.  Sourwine.  That  would  mean  the  actual  use  of  alcohol  for  the 
coming  year  would  be  360,000,000  gallons? 

Mr.  Whitman.  365,000,000  is  the  figure  we  have. 

Mr.  Sourwine.  But  if  they  used  less  than  that  365,000,000-gallon 
rate,  proportionately,  for  the  first  quarter  of  the  year,  they  won’t  use 
365,000,000  gallons  for  the  whole  year — ^ — ■ 

Air.  Whitman.  At  certain  times  during  the  first  quarter  they  were 
using  more  than  1,000,000  a day. 

Air.  Sourwine,  Do  you  have  the  figures  on  the  amount  used  in  the 
rubber  program  during  the  first  3 months  of  the  year? 

Air.  Whitman.  Yes. 

Air.  Sourwine.  May  we  have  that? 

Air.  Whitman.  I will  have  to  correct  my  statement.  In  January  it 
was  28.3  million;  February,  27.8  million;  Alarch,  30.4  million.  That 
is  slightly  under  a million  gallons  a day. 

Air.  Sourwine,  Yes,  sir.  Instead  of  using  90,000,000  gallons  dur- 
ing the  first  3 months  they  used  85,000,000  gallons,  roughly  speaking. 

Air.  Whitman.  That  is  correct. 

Air.  Sourwine.  So  if  they  proceed  on  the  basis  of  90,000,000  a 
quarter  from  here  on  in  it  will  be  360,000,000  for  the  whole  year. 

Mr.  Whitman.  365,000,000  for  the  whole  year  is  what  we  have 
from  the  Rubber  Director. 

Air.  Sourwine.  But  actually  they  do  state  they  are  using  a million 
gallons  a day? 

Air.  Whitman.  We  state  it. 

Air.  Sourwine.  During  your  testimony  before  the  Gillette  sub- 
committee, Dr.  Wliitman,  you  inserted  in  the  record  a letter  from 
Colonel  Dewey  stating  his  requirements  for  1945  would  be  approxi- 
mately 365,000,000  gallons.  Is  that  correct? 

Air.  Whitman.  I believe  his  letter  said  it  would  be  unwise  to  figure 
on  less  than  365,000,000  gallons. 

Air.  Sourwine.  That  fairly  well  establishes  the  rate  from  now  on? 

Air.  Whitman.  Reasonably. 

Air.  Sourwine.  Air.  Nelson,  in  asking  this  question  I want  to 
assure  you  that  I have  no  intention  of  being  offensive.  But  one  of 
our  columnists  in  recent  weeks  charged  that  a hidden  hand  was  holding 
up  approval  in  the  War  Production  Board  of  projects  for  production 
of  alcohol  from  wood  alcohol  and  wood  waste 

Air.  Nelson.  There  is  absolutely  no  truth  in  that. 

Air.  Sourwine.  Wliat  is  holding  up  such  approval? 

Air.  Nelson.  The  question  of  whether  we  can  build  them  without 
interference  with  the  war  effort.  There  is  no  hidden  hand  holding 


LIQUOR  INDUSTRY  629 

up  anything  in  the  War  Production  Board.  If  any  hidden  hand 
attempts  to  do  it  they  have  me  to  contend  with. 

Air.  Sourwine.  I thought  that  w'ould  be  your  reaction,  and  your 
answer,  sir,  but  I could  not  say  it  for  you,  and  I wanted  it  in  the 
record. 

Do  you  concur  in  the  action  of  the  Plant  Facilities  Branch  in  dis- 
approving the  two  projects  for  the  manufacture  of  alcohol  from  sweet- 
potatoes  and  sulfite  liquor? 

Air.  Nelson.  On  sweetpotatoes;  yes. 

One  was  approved  on  sulfite.  The  one  on  wood  hydrolysis  I am 
having  carefully  leviewed. 

Air.  Sourwine.  When  you  speak  of  estimates  of  requirements  for 
the  past  year  do  you  mean  exactly  that,  or  are  you  talking  about  the 
amount  of  alcohol  used  during  that  year? 

Air.  Nelson.  The  latter. 

Air.  Sourwine.  How  long  does  it  take  after  the  end  of  the  year  to 
get  the  whole  picture  on  the  amount  of  alcohol  used  during  the  year? 

Air.  Whitman.  I believe  that  little  corrections  may  come  in  as 
much  as  2 months  later.  They  are  veiy  minoi. 

Air.  Sourwine.  After  3 or  4 months  you  know  what  the  picture  is? 

Air.  Whitman.  As  a matter  of  fact  we  know  within  a couple  of 
weeks. 

Air.  Sourwine.  So  your  figures  on  requirements  during  the  past 
year  are  not  accounting  figures  resulting  from  subtraction  of  the  stock- 
pile figure  from  the  total  supply? 

Air.  Whitman.  That  is  correct. 

Air.  Sourwine.  Is  it  true  that  early  in  January  of  this  year  you 
said  that  the  1942  requirements  for  alcohol  were  226,000,000  gallons? 

Air.  Whitman.  I don’t  remember  the  figure. 

Air.  Nelson.  The  figure  I have  here  is  229,000,000. 

Air.  Sourwine.  Do  you  recall  the  figure  which  you  used  in  your 
report  under  date  of  January  3? 

Air.  Whitman.  Was  it  226,000,000?  That  is  all  right  if  it  is. 

Alay  I explain  about  1942,  that  it  was  not  until  the  latter  part  of 
the  year  that  we  were  getting  our  figures  with  reasonable  accuracy,  in 
reasonable  details,  and  we  have  had  quite  a little  difficulty  with  recon- 
ciling the  figures  that  we  collected  over  that  year,  and  we  made  some 
little  correction  in  the  1942  figuies  fairly  recently. 

Air.  Sourwine.  ^Miat  do  you  mean  by  reconciling.  Doctor? 

All.  Whitman.  I mean  we  had  to  get  a good  deal  of  information 
from  other  sources  in  Government,  and  it  is  quite  a tedious  process. 

Air.  Sourwine.  You  said  these  reports  came  in  to  you  within  a few 
months. 

Air.  Whitman.  It  was  not  until  the  latter  part  of  1942  that  we  were 
trying  to  go  down  into  the  details  and  trying  to  get  the  whole  year  of 
1942  in  balance,  which  involved  getting  information  from  other  souices. 

Senator  Ferguson.  Do  you  have  the  same  trouble  with  your  stock 
pile? 

Mr.  Whitman.  Yes;  we  get  a report  on  stock  pile  that  is  about  10 
days  late.  The  report  of  the  April  1 stock  pile  may  come  in  Aprd 
10  to  April  15.  On  a subsequent  report  we  may  find  a subsequent  ad- 
justment in  the  figures. 
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Senator  Ferguson.  Will  you  define  for  the  record  what  you  call  a 
stock  pile? 

Mr.  Whitman.  A stock  pile  is  the  Government-owned  stocks  in 
the  United  States,  including  the  stocks  at  the  butadiene  plants,  at 
the  lend-lease  terminals,  and  such  stocks  as  are  owned  by  Defense 
Supplies  and  the  military  arsenals. 

It  does  not  include,  as  I previously  mentioned,  the  amount  of  high 
wines  which  have  not  yet  been  processed? 

Senator  Ferguson.  Does  it  include  essential  civilian  requirements? 

Mr.  Whitman.  It  does  not  include  stocks  owned  by  private  dis- 
tributors which  amount  to  about  20,000,000  gallons,  and  is  sort  of  a 
minimum  amount  on  which  they  can  carry  on  their  business. 

Senator  Ferguson.  Does  it  include  in-transit  for  the  civilian  re- 
quirements? 

Mr.  Whitman.  It  does  not. 

Senator  Ferguson.  How  much  would  that  be? 

Mr.  Whitman.  I would  suspect  that  it  may  average — this  is  a wild 
guess — 3,000,000  gallons. 

Senator  Ferguson.  What  is  the  last  date  for  which  you  have  a 
stock-pile  figure? 

Mr.  Whitman.  April  15. 

Senator  Ferguson.  And  what  was  that  stock  pile? 

Mr.  Whitman.  87,500,000  gallons.  That  was  the  Government 
stock  pile  as  I have  defined  it  and  that,  of  course,  includes,  you  under- 
stand, the  working  mventories  at  the  various  plants  which  are  using 
alcohol  and  the  lend-lease  terminals,  which  must  be  30,000,000 
gallons  minimum  in  order  for  day-to-day  operations  to  be  carried  on. 

Senator  Ferguson.  What  was  your  requirement  for  that  date? 

Mr.  Whitman.  I think  probably  what  you  would  like  to  have  is  the 
requirement  of  the  military,  lend-lease  and  rubber,  and  not  the  com- 
mercial requirement,  because  that  is  not  coming  out  of  the  Government 
stocks. 

Senator  F erguson.  All  right. 

Mr.  Whitman.  The  requirements  as  of  that  time  were  about  36,- 
000,000  gallons  a month. 

Senator  Ferguson.  So  then  you  had  in  excess  of  2 months’  require- 
ments? 

Mr.  Whitman.  Yes. 

Senator  Ferguson.  Now,  wouldn’t  that  excess  be  all  that  would  be 
required  by  these  industries  for  beverage  purposes?  Wouldn’t  that 
take  away  and  do  away  with  the  black  market,  the  gangsterism,  and 
all  that  has  to  do  with  the  morale  question  in  America  today  so  far  as 
liquor  is  concerned? 

Mr.  Whitman.  I don’t  believe  I can  answer  that. 

Mr.  Nelson.  I can  answer  that.  If  you  can  tell  me  what  the 
future  requirements  are  going  to  be  for  chemical  warfare  and  other 
things,  I can  tell  you  if  we  can  release  it. 

Senator  Ferguson.  I would  like  to  know  what  figures  you  have 
now  showing  what  the  requirement  is  going  to  be. 

Mr.  Nelson.  Some  of  them  we  do  not  know. 

Senator  Ferguson.  So,  as  I understand  it,  it  is  your  best  judgment 
without  knowing  all  of  the  circumstances,  that  none  of  this  should  be 
released? 
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Mr.  Nelson.  I do  not  believe  that  we  can  safely  take  the  chance 
in  wartime  of  releasing  any  of  the  stock  pile  on  the  basis  of  our  present 
known  requirements  and  what  eventualities  may  happen. 

Mr.  SouRWiNE.  Going  back  to  1942  requirements,  how  long  after 
the  end  of  1942  did  it  take  you  to  get  all  your  figures  in  on  how  much 
alcohol  was  used? 

Mr.  Whitman.  I explained  to  you,  I believe,  that  within  a very 
recent  time  we  have  slightly  adjusted  the  1942  usage. 

Mr.  SouRWiNE.  I know  that,  but  I am  trying  to  find  out  whether  it 
took  you  a full  year  after  the  end  of  1942  to  get  the  figures  or  whether 
you  did  it  in  6 months  or  what? 

Mr.  Nelson.  May  I ask  what  the  purpose  of  that  is?  Maybe  we 
can  tell  you.  If  you  tell  us  the  purpose  maybe  we  can. 

The  Chairman.  The  question  is  the  approximate  time  when  you 
arrived  at  a conclusion  as  to  the  figures  that  came  in  to  you.  It  is  a 
fact,  not  a question  of  conjecture. 

Mr.  Nelson.  That  is  gone  and  buried.  It  is  dead. 

Mr.  Whitman.  You  might  say  it  took  over  a year  before  the  last 
correction  was  made. 

Mr.  SouRWiNE.  Earlier  Dr.  Whitman  said  within  2 or  3 months  he 
knew  how  much  had  been  used.  In  the  case  of  1942  he  apparently 
didn’t  know  for  a year  after.  So  it  is  possible  in  the  case  of  1943  that 
you  still  don’t  know  what  has  been  used. 

Mr.  Nelson.  We  agree  to  that. 

Mr.  SouRwiNE.  Your  estimate  on  January  3,  1943,  of  the  use 
during  1942  was  226,000,000  gallons.  And  on  April  15  of  this  year 
the  W.  P.  B.  issued  a press  release  stating  1942  requirements  had  been 
229,000,000  gallons. 

Mr.  Nelson.  Yes. 


Mr.  SouRwiNE.  The  total  in  1942  that  you  estimated  on  January 
3 included  52,000,000  gallons  for  direct  military  use,  25,000,000  for 
lend-lease,  120,000,000  for  indirect  military  and  civilian  use,  and 

29.000. 000  for  antifreeze. 

The  total  given  on  April  15  included  46,000,000  for  direct  military, 

25.000. 000  for  lend-lease,  128,000,000  indirect  military  and  civilian 
use,  and  30,000,000  for  antifreeze. 

I wanted  to  ask  some  questions  about  the  reasons  for  the  differences 
in  those  figures  after  a lapse  of  a year. 

Mr.  Whitman.  I won’t  be  able  to  answer  the  question  in  any  detail, 
because  one  of  our  people  has  been  studying  over  the  1942  figures  at 
my  request  in  order  to  determine  whether  we  have  the  best  ones 
possible. 

The  military  question  is  a very  difficult  one  to  go  into.  There  are 
a great  many  military  uses  for  alcohol  and  the  sources  of  information 
do  not  clearly  define  which  ones  were  military  and  which  ones  were  not. 

Mr.  SouRWiNE.  For  instance.  Doctor,  as  against  your  January  esti- 
mate of  52,000,000  for  military,  your  April  estimate  was  46,000,000, 
roughly  12  percent  in  error. 

Mr.  Nelson.  I can  show  you  where  some  results  have  been  500  per- 
cent wrong. 

Mr.  SouRwiNE.  But  this  was  all  a year  after  the  alcohol  was  used. 

Mr.  Nelson.  1942  is  gone. 
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Mr.  SoURWiNE.  I think  the  accuracy  of  estimates  made  in  1944 
;oncerning  1942  has  some  bearing  upon  the  accuracy  of  estimates 
nade  in  1944  for  1945. 

Mr.  Nelson.  What  we  were  doing  in  1942  was  done  in  the  greatest 
lurry  that  anything  was  ever  done.  If  you  want  to  say  we  were  500 
lercent  wrong  in  1942  I wouldn’t  argue  with  you.  We  have  improved 
lur  estimates  all  the  time. 

If  I can  go  back  and  show  you  some  of  our  estimates  of  require- 
nents  for  1942  and  what  happened,  what  was  actually  used,  you 
vould  think  alcohol  was  the  paragon  of  our  estimating. 

Mr.  SouRwiNE.  You  came  out  with  a total  which  I believe  you 
5aid  was  less  than  1 percent  in  error,  and  that  was  because  military 
requirements  were  revised  downward  about  6,000,000  gallons  and  in- 
direct military  and  civilian  were  revised  upward  about  8,000,000  and 
there  were  a couple  of  minor  adjustments. 

Mr.  Nelson.  That  is  not  of  importance  in  our  handling  of  the 
alcohol  problem,  we  think.  If  our  estimates  today  were  20,000,000 
Dr  40,000,000  gallons  wrong,  I still  could  not  on  the  basis  of  what  I 
see  in  the  picture  make  any  release  and  feel  safe  in  doing  so. 

We  are  gambling  here  with  a lot  of  things  that  I don’t  believe  we 
are  justified  in  gambling  with. 

hir.  SouRWiNE.  I appreciate  your  steadfastness,  Mr.  Nelson. 

I have  here  a chart  which  I have  prepared  from  various  sources 
including  official  figures  of  the  alcohol  tax  imit,  official  figures  from 
W.  P.  B.  records,  the  January  progress  report  on  industrial  alcohol, 
reports  and  testimony  by  Dr.'Whitinan,  which  were  presented  before 
the  Gillette  subcommittee,  and  official  letters  and  other  sources. 

It  is  in  the  form  of  a mmiber  of  tables. 

I want  to  introduce  it  in  the  record. 

I should  like  to  ask  Mr.  Nelson  and  Dr.  Whitman  the  latest  figures 
in  some  of  these  categories  so  we  can  bring  the  table  up  to  date  for  the 
record  and  then  I shall  turn  the  sheet  over  to  you  for  your  use  during 
the  hearing  because  we  will  be  talking  about  these  figures. 

Dr.  Wliitman,  what  is  your  estimate  as  of  today  of  industrial  alcohol 
requirements  for  the  rubber  program  for  1944? 

Mr.  Whitman.  365,000,000  gallons. 

Mr.  SouRWiNE.  You  aren’t  changing  that  figure  in  view  of  the  dis- 
cussion we  just  had  about  the  facts? 

Mr.  Whitman.  No. 

Mr.  SouRWiNE.  Can  you  give  us  that  requirement  by  quarters,  sir? 

Mr.  Whitman.  I believe  I can. 

Senator  Ferguson.  Do  I understand  that  would  be  merely  an  addi- 
tion of  figures  that  have  been  furnished  you  by  the  rubber  people? 

Mr.  Nelson.  That  is  right;  sir. 

Mr.  Whitman.  As  far  as  the  rubber  program  is  concerned. 

Senator  Ferguson.  Will  that  be  true  of  the  other  figures  you  were 

going  to  give  Mr.  Sourwine?  1 1, 

Mr.  Sourwine.  I don’t  know  that  they  will  be  from  the  Rubber 

D iTGctor  • 

Mr.  Nelson.  They  will  be  from  the  claimant  agencies  and  their 

best  judgment  of  what  they  are  going  to  use. 

Mr.  Whitman.  First  quarter,  86^  million;  second  quarter,  92}5 
million;  third  quarter,  93,000,000;  and  the  fourth  quarter,  93,000,000. 

^-ir.  Sourwine.  Thank  you;  sir. 
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Now,  will  you  give  us.  Dr.  TiTiitman,  your  present  estimate  of  1944 
requirements  in  the  various  categories;  what  is  your  estimate  of 
requirements  for  direct  military  use? 

Mr.  Whitman.  We  have  been  asked  by  the  military  not  to  give  that 
in  a public  hearing  m the  future.  I can  give  j^ou  the  combination  of 
military  and  lend-lease  and  we  can  supply  to  the  committee  the  other 
figures  if  you  so  desire. 

The  Chairman.  We  would  like  to  have  that. 

Mr.  Whitman.  The  combmation  is  79,000,000  gallons  for  the 
calendar  year  for  direct  military  and  lend-lease. 

Mr.  Sourwine.  On  April  15  a W.  P.  B.  press  release  quoted  the 
break-down  on  those  figures.  What  has  happened  since  then  to  make 
them  confidential? 

Mr.  Whitman.  Advice  from  the  military. 

Senator  Ferguson.  I understand  they  have  been  printed  already, 
but  now  they  are  a military  secret.  , ..g 

Mr.  Whitman.  From  now  on  we  are  asked  not  to  quote  publicly.  ^ 

Mr.  Sourwine.  And  your  requirements  for  the  rubber  program 
you  have  stated  as  365,000,000  gallons? 

Mr.  Whitman.  That  is  right;  yes,  sir. 

Mr.  Sourwine.  How  about  indirect  military  and  civilian  use? 

Mr.  Whitman.  160,000,000. 

Mr.  Sourwine.  And  for  antifreeze? 

Mr.  Whitman.  32,000,000. 

Mr.  Sourwine.  Making  a total  of  what,  sir? 

Mr.  Whitman.  That  ou^ht  to  be  636,000,000. 

Mr.  Sourwine.  Dr.  Whitman,  what  is  your  present  estimate  on 
industrial  alcohol  production?  \^Tlat  is  your  present  estimate  on  pro- 
duction for  1943? 

Mr.  Whitman.  1943  production,  449,000,000.  That  includes  about 
12,000,000  of  imports. 

Mr.  Sourwine.  Yes.  That  is  only  2,000,000  less  than  your 
January  3 estimate.  What  is  your  present  estimate  of  total  require- 
ments for  1944 — the  figure  you  have  just  given  us  of  636,000,000? 

Mr.  Whitman.  That  is  correct. 

Mr.  Sourwine.  Now,  breaking  down  your  estimate  on  supplies  of 
industrial  alcohol,  what  do  you  estimate  the  supply  will  be  for  the  year 
1944  from  industrial  plants  producing  synthetically?  ‘ 

Mr.  Whitman.  This  is  1944? 

Mr.  Sourwine.  Yes,  sir. 

Mr.  Whitman.  63,000,000. 

Mr.  Sourwine.  That  is  up  a little  bit  from  the  last  estimate  that 
you  made  on  April  25. 

Mr.  Whitman.  No,  sir. 

Mr.  Sourwine.  Or  was  it  April  15? 

Mr.  Whtiman.  I don’t  know.  That  figure,  I understands^ 

Mr.  Sourwine.  It  was  60,000,000  for  a long  while,  wasn’t  it? 

Mr.  Whitman.  Yes,  and  then  on  the  basis  of  some  better  results 
from  one  of  the  plants  we  now  estimate  63,000,000. 

Mr.  Sourwine.  I see.  And  from  industrial  plants  using  the  fer- 
mentation process,  what  do  you  expect  to  get? 

Mr.  Whitman.  I will  have  to  add  that  up,  I believe.  Can  you  tell 
me  what  categories  you  have  there? 
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Mr.  SouRWiNE.  They  are  the  categories  which  I believe  you  have 
used.  There  are  industrial  plants — synthetic,  industrial  plants — 
fermentation,  new  plants,  beverage  plants  , and  imports. 

Mr.  Whitman.  Well,  synthetic  is  63,000,000.  I am  leaving  out 
the  last  figure,  but  accurately  it  is  63,100,000. 

Mr.  SouRAviNE.  That  is  fine,  sir. 

Mr.  Whitman.  Beverage  plants,  228,000,000;  imports,  25,000,000; 
new  plants  at  61.2  million,  and  the  remainder  I will  have  to  get  by 
addition,  but  wUl  all  total  up  to  611,000,000. 

Mr.  SouRwiNE.  Is  that  the  Avay  you  usually  get  that  production? 

Mr.  Whitman.  No,  sir;  I am  doing  it  for  you  right  now.  It  should 
be  233.7,  if  I am  correct. 

Mr.  SouRwiNE.  I want  to  ask  you  about  the  import  figure.  What 
does  that  include? 

Mr.  Whitman.  That  includes  imports  from  Canada 

Mr.  SouRwiNE.  Approximatelv  how  many? 

Mr.  Whitman.  12,000,000;  Mexico,  4,000,000 

Mr.  SouRwiNE.  And  Cuba? 

Mr.  Whitman.  9,000,000. 

Mr.  SouRwiNE.  You  do  not  anticipate  that  Cuba  will  deliver 
under  that  contract  to  give  us  12}^  million? 

Mr.  Whitman.  Not  within  the  calendar  year. 

Mr.  SouRwiNE.  Did  she  deliver  any  during  this  year  on  the  basis 
of  prior  contracts? 

Mr.  Whitman.  I believe  not;  I don’t  know. 

The  Chairman.  At  that  point.  Dr.  Whitman,  is  it  your  desire  or 
the  desire  of  the  Board  to  get  as  much  alcohol  or  molasses  from  Cuba 
as  possible? 

Mr.  Whitman.  Yes,  sir.  , . . 

The  Chairman.  Do  you  find  any  agency  or  any  condition  that  is 
interfering  with  your  getting  more  alcohol  from  Cuba? 

Mr.  Whitman.  That  is  a pretty  broad  question.  There  is  a 
condition  which  exists,  namely,  that  the  movement  of^  industrial 
alcohol  to  the  United  States  is  a new  movement  which  is  going  to 
involve  quite  a lot  of  transportation  problems  that  have  not  been 
worked  out  fully,  and  we  do  not  expect  the  movement  can  start  at  as 
high  a rate  as  we  eventually  will  achieve. 

We  expect’ to  get  substantially  the  amount  that  the  Cubans  have 
contracted  to  deliver  to  us,  121^  million  gallons,  minimum,  and  perhaps 
as  much  as  20,000,000  gallons,  but  we  don’t  think  it  will  come  in 

within  the  calendar  year  1944.  , , , • 

The  Chairman.  Wliat  is  the  productivity  of  Cuba  in  alcohol,  in 

round  figures?  , , • j 

Mr.  Whitman.  That  is  almost  in  the  realm  of  speculation  and 
rumor.  W^e  have  heard  so  many  figures  that  we  don’t  have  any 
confidence  in  any  of  them. 

The  Chairman.  The  amount  you  have  contracted  for  is  less  than 
their  production? 

Mr.  W'hitman.  Yes.  ... 

Mr.  SouRWiNE.  Isn’t  it  true  we  are  taking  a very  substantial  portion 
of  a raw  material  Cuba  would  [otherwise  use  for  industrial  alcohol  and 
bringing  it  here;  that  is,  the  molasses? 

Mr.  Whitman.  That  is  correct. 
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Mr.  SouRWiNE.  So  probably  they  will  have  enough  facilities  to 
make  alcohol  out  of  the  molasses  we  are  leaAung  them,  so  the  question 
there  is,  what  is  the  crop — how  much  molasses  Avill  they  have? 

Mr.  W^hitman.  I think  probably  they  wiU  have  the  potential  ca- 
pacity to  consume  all  the  molasses  left  down  there  in  some  sort  of 
facilities.  The  facilities  may  not  be  all  adequate  for  producing 
specification  alcohol. 

[ * Mr.  SouRWiNE.  Wlien  you  doubt  whether  you  are  going  to  get 

1 12)^  million  or  more,  you  are  concerned  not  with  whether  they  can  make 

('  it,  but  with  whether  or  not  it  can  be  brought  up  here? 

/ Mr.  W’hitman.  That  is  a fair  point  to  consider. 

* The  Chairman.  There  is  another  part  to  consider  also,  isn’t  there? 

Mr.  Whitman.  The  general  question  of  starting  to  operate  a new 
1 movement  which  never  has  gone  on  in  the  past. 

The  Chairman.  Ha  ven’t  you  found  other  agencies  militating  against 
your  getting  all  of  the  output  of  Cuba? 

Senator  Ferguson.  Haven’t  you  heard,  or  don’t  you  know  of  some 
of  the  manufacturers  here  who  deal  in  beverages  going  down  there  and 
buying  beverages,  as  they  want  to  make  beverages  rather  than  ship- 
ping molasses? 

Mr.  W^HiTMAN.  Of  course,  certain  of  our  domestic  people  have  been 
bringing  beverages  up,  but  that  operation  is  now  under  the  import 
control  order. 

The  Chairman.  But  as  to  their  control  of  alcohol-producing  sub- 
stances of  Cuba,  don’t  you  know  that  to  exist? 

Mr.  W’^HiTMAN.  I don’t  know  of  that,  sir. 

The  Chairman.  You  have  heard  of  it? 

Mr.  Nelson.  I haven’t,  Mr.  Senator. 

The  Chairm.an.  My  recollection  is  it  was  discussed  somewhat 
freely  at  the  meeting  in  the  Secretary  of  the  Treasury’s  office.  I think 
you  joined  in  the  discussion.  Doctor,  but  my  memory  might  not 
serve  me  right. 

' Mr.  W'hitman.  I gather  you  are  talking  about  a control  of  Cuban 

1 molasses  by  American  firms  which  would  prevent  us  getting  that 

* molasses. 

Mr.  Nelson.  If  you  are  referring  to  the  price,  there  was  a price 
j question. 

I I The  Chairman.  Didn’t  we  discuss  in  the  Secretary’s  office  certain 

. * agencies  that  had  gone  in  there  and  taken  at  least  a part  of  the  alcohol- 

producing  substances  of  Cuba? 

Mr.  Whitman.  I think  we  are  talking  along  two  different  lines. 
I believe  you  are  talking  about  the  fact  that  certain  American  interests 
went  down  there  first  to  tie  up  the  liquor  of  Cuba  in  order  to  bring 
it  into  this  country,  but  I don’t  see  that  that  has  any  bearing  upon 
the  availability  of  industrial  alcohol  and  molasses  from  Cuba  with 
our  import  control  order  now  in  effect. 

The  Chairman.  Not  only  did  they  seek  to  control  the  liquor,  but 
also  to  control  the  molasses  and  the  alcohol-producing  substances  in 
Cuba. 

Mr.  Whitman.  I don’t  know  anything  about  that. 

Mr.  SouRWiNE.  May  I get  figures  for  these  two  charts  before 
adjournment,  Mr.  Chairman? 

The  Chairman.  Surely. 
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Mr.  SouBWiNE.  On  your  figures  for  alcohol  production  for  the 
present  year,  that  is,  1944,  can  you  tell  us  your  estimate  of  production 
for  the  month  of  March? 

Mr.  Whitman.  Yes.  March  was  an  exceptionally  good  month 
and  the  total  production  shows  53,300,000  gallons.  That  includes 
an  importation  of  1,800,000. 

Mr.  SouRWiNE.  How  much  of  that  was  from  beverage  plants. 
Doctor? 

Mr.  Whitman.  21%  million. 

Mr.  SouRWiNE.  How  much  was  from  new  plants? 

Mr.  Whitman.  4,000,000. 

Mr.  SouRWiNE.  And  how  much  was  from  industrial  plants  using 
the  fermentation  process? 

Mr.  Whitman.  I will  have  to  add  that  up. 

Mr.  SouRWiNE.  Do  you  have  the  synthetic  plants? 

Mr.  Whitman.  Five  million  seven,  and  the  fermentation  would  be 
a combination  of  several  things  which  would  bring  it  up  to  a total  of 
53,300,000. 

Mr.  SouRWiNE.  How  about  April? 

Mr.  Whitman.  We  don’t  have  the  figures. 

Mr.  SouRwiNE.  Do  you  have  any  estimate  on  what  they  might  be? 

Mr.  Whitman.  I don’t  believe  our  April  figures,  as  I have  them 
here,  ai-e  based  upon  anything  more  than  the  prediction  before  we 
receive  the  actual  data. 

We  have,  I think,  some  estimates  for  the  first  half  of  the  month, 
but  I don’t  believe  they  are  indicated  in  my  figures  yet. 

Mr.  SouRWiNE.  They  are  then  unavailable.  And  now  the  final 
figure  to  bring  these  charts  down  to  date:  What  is  the  present  esti- 
mate of  industrial  alcohol  stocks  as  of  April  30? 

Mr.  Whitman.  I can  merely  give  you  the  April  15  figure  (rf  87% 
million. 

Mr.  SouRwiNE.  No  figure  available  as  of  April  30? 

Mr.  Whitman.  That  is  correct.  I made  inqiiiries  specifically  to 
determine  whether  I could  have  that  figure  in  time  for  this  session 
but  it  could  not  be  secured. 

Mr.  SouRWiNE.  I made  the  same  inquiries  but  I had  hoped  you 
would  be  more  successful  than  I. 

This  series  of  charts  is  to  be  offered  for  the  record. 

The  Chairman.  It  may  be  inserted  in  the  record  at  this  point. 

(The  charts  referred  to  follow:) 


War  Production  Board  estimates  of  1944  industrial  alcohol  requirements 


Date  of  estimate 

Oct.  20, 
1943 

Dec.  1, 
1943 

Jan.  3, 
1944 

Mar. 

1 23, 1944 

1 Apr. 

1 15, 1944 

1 May  4, 
' 1944 

militarv  . 

48.0 
64.2 

331.4 

152.4 

42.0 

60.0 

46.6 

311.0 

165.0 
42.0 

48.0 

59.0 

328.0 

165.0 

32.0 

38.1 

55.9 

347.0 

165.0 
32.0 

24.6 

48.9 

365.0 

160.0 
32.0 

} 

^ 365.0 
160.0 
32.0 

Synthetic  rubber - 

Indirect  military  and  civilian 

Antifreeze 

Total  - 

638.0 

624.6 

632.0 

638.0 

630.5 

636.0 

% 
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War  Production  Board  estimates  of  194S  industrial  alcohol  requirements 


! Date  of  estimate 

Apr. 
20, 1943 

Oct. 
20, 1943, 

Dec.  1, 
1943 

Jan.  3, 
1944 

Mar. 
28, 1944 

1 

1 Apr, 

1 15, 1944 

Direct  military - 

Lend-lease  - - 

61.1 
54  9 
144.5 
132.2 
42.0 

43.3 

55.0 
129,8 
142.0 

42.0  1 

43.0 
64.9 

130.9 
147.6  ' 

48.0 

43.0 

68.0 

127.0 

146.0 
49.0 

41.2 

63.0 

127.0 

147.9 

50.6 

39.9 

63.0 

126.9 

147.9 
50.8 

Synthetic  rubber - - 

" • Indirect  military  and  civilian 

Antifreeze 

i)  Total - 

434.7 

412.1 

435.1 

433.0 

429.9 

428.5 

War  Production  Board  estimates  of  1942  industrial  alcohol  requirements 


Date  of  esti- 
mate 

Jan.  3, 
1944 

Apr.  15, 
1944 

52.0 

25.0 

46.1 

25.1 

120.0 

29.0 

128.0 

30.0 

226.0 

1 229.2 

Note. — Above  figures  in  millions  of  wine  gallons,  190-proof  ethyl  alcohol. 


Industrial  alcohol  requirements  for  rtibber  program,  1944 


Date 

Estimate  by— 

First 

quarter 

Second 

quarter 

Third  | 
quarter  1 

Fourth 

quarter 

Total 

Feb.  18.1943 
Mar.  22, 1943 
Apr.  20, 1943 
May  20, 1943 
July  30,1943 
Sept.  16,1943 
Oct.  14,1943 
Oct.  20,1943 
Nov.  11, 1943 
Dec.  1,1943 
Dec,  15,1943 
Jan.  3, 1944 
Jan.  25,1944 
Jan.  26,1944 
Mar.  23,1944 

Artr  ie  10.4/1 

Wnr  Prodiietion  Rnftrd  . . . _ _ 

, 79.5 

79.5 

79.5 

79.5 

I 318.0 

do - 

do  - - . - 

76.4 

68.1 

79.4 

68.1 

79.5 

68.1 

79.5 

68.1 

1 314.0 

272.4 

71.7 

1 71.7 

71.7 

71.7 

286.8 

71.7 

' 71.7 

71.7 

71.9 

287.0 

do  - 

80.1 

82.5 

82.5 

82.5 

327.0 

Woltor  Cl  Whitman  7taQtirnonv) 

330.0 

War  Prodnction  Hoard  . 

80.3 

83.7 

83.7 

83.7 

331.4 

311.5 

76.5 

78.0 

78.2 

78.3 

311.0 

Col.  Bradley  Dewey  (letter  to  Dr.  Whitman).. 

82.2 

83.4 

81.0 

81.0  i 

327.6 

328.0 

345.0 

1 

328.0 

347.0 

365  0 

Apr.  24, 1944 
May  4,1944 

87.0 

360.0 

Waltpr  n Whitman  ftPStimonvV . . 

86.5 

92.5 

93.0 

93.0 

365.0 

Note, — Above  figures  in  millions  of  wine  gallons,  190-proof  ethyl  alcohol. 


Industrial  alcohol  production  estimates 


Date  of  esti- 
mate 

Source  of  estimate 

1942 

1943 

1944 

Jan.  15.1943 
Feb.  18.1943 
Mar.  22. 1943 
Apr.  20,1943 
July  30. 1943 
Sept.  16, 1943 
Oct.  14,1943 
Oct.  20,1943 
Dec.  1, 1943 
Jan.  3, 1944 
Mar.  2, 1944 
May  4. 1944 

518.1 

do  . . 

506.4 

584.2 

Ho  .. . . - - 

480.4 

607.8 

do  

474.9 

593.4 

462.6 

544.4 

do  - - - - ' 

464.8 

608.8 

450.0 

590  0 

War  Prndiiption  Hnard  . official  .statistics 

449.3 

590.0 

do  - 

448.8 

597.4 

Wftltpr  Whitman  nroCTf*.ss  roiK)rt  _ 

297.5 

451.0 

593.0 

609.0 

do  ..  . ... 

449.0 

636- 0 

Note.— Above  figures  in  millions  of  wine  gallons— 190-proof  ethyl  alcohol. 
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Industrial  alcohol  supply  estimates 

1943 


Date  of  esti- 
mate 

Source  of  estimate 

Industrial  ! 
plants 

New 

plants 

Bever- 

age 

plants 

Imports 

Total 

Syn- 

thetic 

Fer- 

menta- 

tii>n 

May  25,1942 

War  Production  Board,  press  release-.. 

65.0 

225.0 

i 

1 

240.0 

10.0 

540.0 

Oct.  15,1942 

Walter  Whitman,  report  to  Industrial 

Advisorv  Board.-  

62.0 

114.0 

Do 

War  Production  Board,  ofiicial  statis- 

tics ..  ..  . 

62.4 

182. 5 

244.8 

12.0 

489.7 

Jan.  15, 1943 

do  ...  . ... 

58.7 

195.8 

252.0 

11.6 

518.1 

Apr.  20. 1943 

do..— 

54.1 

170.2 

238.3 

12.3 

474.9 

July  30, 1943 

.do— - --  

57.6 

152. 1 

239.2 

13.7 

462.6 

Oct.  20, 1943 

.df>  , 

56.2 

151. 3 

227.8 

14.0 

449.3 

Dec.  1. 1943 

do . 

56. 1 

150.0 

227.9 

14.  6 

448.6 

Jan.  3, 1944 

Walter  Whitman  progress,  report 

56.0 

148.0 

5.0 

228.0 

14.0 

451.0 

1944 


Feb.  18,1943 

War  Productino  Board,  official  statis- 

tics 

61.2 

259.0 

2.52.0 

12.0 

584.2 

Mar.  22, 1943 

do- 

61.2 

300.6 

234.0 

12.0 

607.8 

Apr.  20”  1943 

..  ..do 

60.0 

265.8 

252.0 

16.6 

593.4 

June  23. 1943 

. ..do 

61.2 

215.6 

252.0 

15.6 

646.4 

Sept,  16. 1943 

do ..  

61.2 

288.0 

244.0 

15.6 

608.8 

Oct.  14, 1943 

Walter  Whitman,  testimony . 

61.0 

16.0 

590.0 

Oct.  20.1943 

War  Production  Board,  official  statis- 

tics— . 

61.2 

286.2 

227.0 

15.6 

590.0 

Dec.  1, 1943 

do * . 

60.0 

294.8 

2:37.0 

1.5.6 

697.4 

Jan.  3, 1944 

Walter  Whitman,  progress  report 

60.0 

229,0 

60.5 

228.1 

16.0 

693.0 

Mar.  2. 1944 

Waiter  Whitman,  testimony. 

25.0 

609.0 

Att.  25.1944 

Tentative  estimate 

m.b 

1 230. 0 

60.0  1 

1241.0 

28.5 

619.5 

May  4, 1944 

Walter  Whitman,  testimony 

63.1 

23.3.7 

61.2 

228.0 

2o.0 

611.0 

» Based  on  production,  first  quarter  of  1944;  other  figures  War  Production  Board's  estimate  except  tenta- 
tive estimate  of  imports  raised  to  indicate  12,500.000  gallons  from  Cuba. 

Note.— Abo\e  figures  in  millions  of  wine  gallons— 190-proof  ethyl  alcohol. 


Alcohol  production^  1944 


Month 

Date  and  source  of 
estimate 

Industrial  plants 

New 

plants 

Beverage 

plants 

Imports 

Total 

Synthetic 

Fermenta- 

tion 

January 

Do i 

February- - 
March 

War  Production 
Board  press  re- 
lease, Apr.  15. 
Walter  Whitman, 
testimony,  Mar.  2. 
do 

1 

1 

900.000 

889.000 

1. 234. 000 

1. 800. 000 

1, 800, 000 

46.700.000 

47.368.000 

46. 448. 000 

51. 500. 000 

53. 300. 000 

4. 914. 000 

4. 773. 000 

19. 146. 000 

18. 503. 000 

2. 322. 000  ' 

2. 193. 000 

1 

20. 097. 000  ' 

19. 745. 000 

War  Production 
Board  press  re- 
lease, Apr.  15. 
Walter  Whitman, 
testimony,  May  4. 
do 

Do 

6, 700, 000 
(0 

20,300,000 

4, 000,000 

21, 500,000 

April 

t Unavailable. 


Note.— Above  figures  in  wine  gallons— 190  proof. 
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Production  of  distilled  alcohol  and  spirits 
• [Statistics  furnished  by  Alcohol  Tax  Unit,  Bureau  of  Internal  Revenue] 


Calendar  year  1943 

January  1944 

February  1944 

Proof 

gallons 

1 

Equiva- 
lent 
gallons 
at  190® 

1 

Proof 

gallons 

Equiva- 
lent 
gallons 
, at  190° 

Proof 

gallons 

Equiva- 

lent 

, gallons 
at  190° 

1 

1.  Ethyl  alcohol  (produced  at  industrial 
alcohol  plants;  includes  production 
by  redistillation) 

514.9 

271.0 

66.7 

29.8 

55.3 

29.1 

2.  Spirits  (produced  at  registered  dis- 
tilleries; includes  production  by 
redlstiBation) 

178.4 

93.9 

19.5 

10.2 

19.2 

10.1 

3.  Total,  lines  1 and  2... 

693.3 

364.9  ; 

76.2 

40.0  j 

74.5 

39.2 

4.  Unfinished  spirits  (produced  at  regis- 
tered distilleries) 

221.3 

116.4  ' 

16.3 

8.6 

15.8 

8.3 

6.  Total,  lines  3 and  4 

914.  6 

481.3 

92.5 

48.6 

90.3 

47.5 

6.  Unfinished  spirits  and  other  products 
used  in  redistillation 

83.7 

44.0 

3.7 

1.8 

28 

1.5 

7.  Net  production  (line  5 minus 

line  6) 

830.9 

437.3 

88.8 

46.8 

87.5 

46.0 

Note. — ^All  figures  in  millions  of  gallons. 

Production  of  registered  distilleries  and  industrial  alcohol  plants,  calendar  year  194S 


[Final  audited  figures,  Alcohol  Tax  Unit,  Bureau  of  Internal  Revenue] 


Tax  on  proof 
gallons  j 

Equivalent 
gallons  at  190° 

Registered  distilleries: 

94, 989, 177 
307,853,040 

49, 994,  303 
162, 027, 915 

Of.her  . ..  ......... ........... 

'Tnfal  amss  nrrtdiict.ion  inrlndfrip  redistillatlon 

402, 842, 217 
17, 250, 930 

212022,218 
9, 079, 436 

PrnHnption  by  redisf.illfttion  (subtract) 

Mpt  nrityinal  nrodiintinn  .....  _ 

385, 591, 287 

202, 942,782 

Industrial  alcohol  plants: 

226,  344, 321 
288, 977, 042 

119, 128,590 
152093. 127 

n f.h  f»r  ...  

Total  gross  production  including  redistillation 

515, 321,  363 
64. 185,050 

271, 221,717 
33, 746, 582 

Net  original  production  - 

451, 136, 313 

237. 475, 135 

Total  original  production,  registered  distilleries  and  industrial 
alcohol  plants  - - 

836,727.600 

440,417.917 

I 

I 
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Government  stocks  of  industrial  alcohol 


fAll  figures,  unless  otherwise  indicated,  are  from  Progress  Report  on  Industrial  Alcohol,  Jan.  3,i943,  by 

Dr,  \V.  G.  Whitman] 


Date 

Source  and  date  of  estimate 

Gallons 

A nr  30  1942 

1.9 

Detober  1942 

Dec.  31,  1942 

fan.  8,  1943 

Walter  WJiitman  (report  to  Industrial  Advisory  Committee),  Jan.  14, 

32.9 

64.2 

57.0 

fan.  31,  1943 

,4.pr.  30,  1943. 

fnlv  51  104:^ 

1943. 

78.2 

118.8 

137.5 

Ane  31  1943 

129.9 

5pnt  30  1943 

119.7 

rint  31  1943 

110.0 

^^OV.  30,  1943.- 

Dec.  31,  1943 

Do 

Fph  ?9  1044 

Walter  Whitman,  statement  submitted  May  19, 1944 

Walter  Whitman  (testimony).  Mar.  25,  1944  . . 

93.9 

79.7 

>86.6 

78.6 

Mar.  16,  1944 

Mar.  31,  1944  i 

Apr.  15, 1944 ' 

Samuel  Sabin,  Defense  Supplies  Corporation  (testimony).  Mar.  30,  1944. 

Walter  Whitman  (pressrelease),  Apr.  15,  1944 

Samuel  Sabin,  Defense  Supplies  Corporation  (by  telephone),  May  2, 1944. 

82.0 

85.2 

87.5 

Do 

Walter  Whitman  (testimony),  May  4,  1914 

87.5 

Note. — Above  figures  in  millions  of  wine  gallons,  IQO-proof  ethyl  alcohol. 


The  Chairman.  We  regret  very  much  not  to  be  able  to  go  on  this 
afternoon  due  to  the  fact  that  there  is  a very  important  bill  on  the 
floor  of  the  Senate.  We  realize  the  time  of  you  gentlemen  is  very 
important  and  we  don’t  want  to  occupy  it  any  more  than  is  necessary. 

The  committee  will  stand  at  recess  until  tomorrow  morning  at  10 
o’clock. 

Dr.  Whitman,  will  you  kindly  return  at  that  hour  tomorrow? 

(Whereupon,  at  12:15  p.  m.,  an  adjournment  was  taken  to  10  a.  m., 
Friday,  May  5,  1944.) 
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FRIDAY,  MAY  5,  1944 

United  States  Senate, 

Subcommittee  of  the  Committee  on  the  Judiciary, 

Washington,  D.  C. 

The  subcommittee  met,  pursuant  to  adjournment,  at  10  a.  m.,  in 
room  457,  Senate  Office  Building,  Senator  PatMcCarran  (chairman) 
presiding. 

Present:  Senators  McCarran  (chairman),  Murdock,  and  Ferguson. 

Also  present:  J.  G.  Sourwine,  committee  counsel. 

The  Chairman,  The  committee  will  come  to  order. 

STATEMENT  OF  DONALD  M.  NELSON  (ACCOMPANIED  BY  WALTER 

G.  WHITMAN)— Resumed 

Mr.  Sourwine.  Mr.  Chairman,  yesterday  at  the  conclusion  of  the 
hearing,  or  just  before  the  conclusion  of  the  hearing,  we  had  inserted 
in  the  record  a chart  of  production  estimates,  estimates  of  require- 
ments, estimates  of  stocks,  and  so  forth. 

I wish  to  start  out  this  morning  with  some  questions  about  those 
figures. 

I shall  try  to  identify  them  so  the  chart  won’t  be  necessary  for  the 
purposes  of  answering  the  questions. 

Between  April  and  December  of  last  year,  Mr.  Nelson,  the  W.  P.  B. 
estimate  of  alcohol  requirements  for  direct  military  use  during  the 
year  decreased  from  about  61,000,000  gallons  to  about  43,000,000 
gallons;  is  that  right? 

Mr.  Nelson.  That  is  right,  sir. 

Senator  Murdock.  \Miat  year  was  that? 

Mr.  Sourwine.  1943. 

During  the  same  period  your  estimate  of  requirements  for  the 
rubber  program  decreased  from  about  144,000,000  gallons  to  about 
130.9  million  gallons;  is  that  right,  sir? 

Mr.  Nelson.  For  what  period,  sir? 

Are  you  talking  short-range  or  long-range? 

Mr.  Sourwine.  Those  are  the  estimates  of  1943  requirements. 

Mr.  Nelson.  Yes;  that  is  right. 

Mr.  Sourwine.  At  the  same  time  that  estimates  for  direct  military 
use  and  the  rubber  progi'am  were  being  revised  downward,  the 
estimate  of  requirements  for  indirect  military  and  civilian  uses  went 
fi-om  174  million  up  to  195  million,  including  a 6 million  increase  for 
antifreeze? 

Mr.  Nelson.  Yes. 

Mr.  Sourwine.  Can  you  tell  us  anything  about  the  justification  for 
those  two  increases? 
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Mr.  Nelson.  I would  rather  Mr.  Wliitman  would  answer  that. 

There  were  very  good  reasons  why  that  was  done. 

Mr.  Whitm.\n.  The  increases  were  due  to  increased  knowledge  of 
what  was  going  to  be  required  in  the  way  of  essential  civilian  and 
indirect  military.  The  demands  for  lead  tetraethyl  to  be  into  aviation 
gasoline  increased  during  that  period. 

Mr.  SouRWiNE.  That  would  be  an  indirect  military  use? 

Mr.  Nelson.  That  would  be  an  indirect  military  item.  That 
takes  a reasonable  amount  of  alcohol  in  its  production.  Demands 
for  alcohol  for  acetaldehyde  to  be  made  into  a large  number  of 
chemicals  increased  during  that  period. 

Mr.  SouRWiNE.  Other  than  butadiene? 

Mr.  Whitman.  Other  than  butadiene.  It  would  be  impossible  at 
this  moment  to  recite  all  of  the  elements  which  came  in  to  increase 
the  estimate  of  indirect  miliatry  and  civilian. 

Mr.  Nelson.  W'asn’t  some  of  that  to  replenish  ethylene  glycol  for 
antifreeze? 

Mr.  Whitman.  I believe  so. 

Mr.  Nelson.  I believe  ethylene  glycol  was  needed  and  the  alcohol 
for  antifreeze  was  increased. 

Mr.  SouRWiNE.  Does  alcohol  go  into  the  manufacture  of  ethylene 
glycol? 

Mr.  Nelson.  No;  but  it  is  an  antifreeze. 

Mr.  SouRWiNE.  And  that  was  required  for  the 

Mr.  Nelson.  We  had  to  pass  more  alcohol  to  take  care  of  the  cars 
to  keep  them  from  freezing. 

Mr.  SouRWiNE.  Do  you  keep  a constant  check  on  the  amount  of 
alcohol  being  used  in  each  of  the  various  requirement  categories? 

Mr.  Whitman.  Yes,  sir.  Alcohol  was  placed  under  more  rigid 
allocation  in  the  fourth  quarter  of  1943,  and  as  the  allocation  became 
more  rigid  it  was  possible  to  obtain  more  accurate  estimates  of  how 
it  was  being  used  and  what  the  future  requirements  would  be. 

In  yesterday’s  discussion,  about  1942,  it  should  be  quite  evident 
that  early  in  1942  there  was  not  much  information  available,  not  as 
much  as  we  later  had  for  our  purposes.  Therefore,  we  feel  that  our 
ability  to  estimate  has  been  steadily  refined  as  time  has  gone  on. 

Mr.  SouRWiNE.  You  know  from  month  to  month  how  much  has 
been  shipped  for  lend-lease,  how  much  has  been  used  in  the  rubber 
program,  and  so  on? 

Mr.  Whitman.  Yes;  the  major  items  of  consumption. 

Mr.  SouRWiNE.  It  is  true,  is  it  not,  that  allocations  for  indirect 
military  uses  and  for  antifreeze  are  wholly  within  the  control  of  the 
War  Production  Board? 

Mr.  Nelson.  That  is  right,  sir. 

Mr.  SouRWiNE.  And  your  estimates  of  requirements  in  that  classi- 
fication made  in  April  of  last  year  were  based  upon  the  allocations 
you  had  predetermined? 

Mr.  Nelson.  To  a very  large  extent. 

Mr.  Whitman.  You  realize  the  full  allocation  didn’t  start  to  oper- 
ate until  the  fall  of  1943  so  that  our  data  as  of  the  spring  of  1943  were 
less  accurate  than  they  became  later. 

Mr.  SouRWiNE.  Since  the  fall  of  1943,  and  at  the  present  time,  in 
order  to  permit  an  increased  use  of  alcohol  in  either  of  those  two 
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categories  it  would  be  necessary  for  you  to  grant  an  increased  allo- 
cation? 

Mr.  Nelson.  That  is  right. 

Mr.  SouRwiNE.  When  you  grant  an  increased  allocation  is  that 
because  the  need  has  turned  out  to  be  greater  than  you  had  antici- 
pated, or  because  the  requirements  in  other  categories  were  lower  and 
, you,  therefore,  had  more  alcohol? 

Mr.  Nelson.  Both  ways. 

Mr.  Sour  WINE.  The  need  for  indirect  military  and  civilian  is  not 
i,  a positive  but  a relative  figure? 

Mr.  NeLson.  a relative  figure.  Of  course,  we  could  go  in  and 
make  our  figures  absolutely  airtight  by  spending  a lot  of  money.  We 
are  not  pretending  that  our  figures  are  absolutely  accurate  to  the 
tenth  of  a gallon  because  we  have  not  spent  the  money  to  gather 
those  statistics.  Let’s  talk  in  general  for  a moment,  and  then  alcohol 
specifically. 

W e are  not  able  to  grant  everything  that  everybody  in  the  country 
wants.  V\  e try  to  the  best  of  our  ability  to  estimate  what  they  need 
and  to  give  them  what  they  need.  Sometimes  we  have  to  cut  the 
needs  very  severely  in  the  indirect  uses  of  a great  many  things, 

As  the  supply  picture  becomes  better  we  do  increase  the  amount 
going  to  some  of  these  indirect  needs,  either  indirect  military,  indirect 
civilian  or  direct  civilian,  and,  of  course,  it  is  not  an  exact  process. 

I would  be  certainly  misrepresenting  if  I told  you  that  we  had  an 
exact  process  of  estimating  everything  that  everybody  in  the  United 
States  needed.  It  would  be  ridiculous  for  me  to  attempt  to  tell  you 
that  there  is  any  sort  of  statistics  that  prove  that  or  that  anybody 
m the  United  States  is  wise  enough  to  know.  As  a matter  of  fact, 
through  our  requirements  committee  pass  the  requirements  of  all  of 
the  world  with  the  exception  of  the  Axis  Powers. 

Mr.  SouRwiNE.  Your  estimates  of  direct  military  uses  during  1944, 
that  is,  your  estimates  of  requirements  for  direct  military  uses  for  the 
current  year,  have  declined  from  60,000,000  gallons,  which  was  your 
^ estimate  on  December  1,  1943,  to  an  estimate  of  24.6  million  gallons 

on  April  1 of  this  year.  Is  that  approximately  correct,  sir? 

Mr.  \\  HITMAN.  Yes;  and  they  have  since  increased. 

Mr.  SouRwiNE.  How  much  further  do  you  think  they  will  increase 
\ or  decrease  before  the  end  of  the  year? 

Mr.  Nelson.  That  we  don’t  know.  That  depends  on  the  for- 
tunes of  war.  We  get  these  estimates  from  the  military  services. 

Senator  Ferguson.  You  say  you  get  them  from  the  military 
services.  You  take  then  as  given? 

Mr.  Nelson.  We  check  them  very  carefully. 

Senator  Ferguson.  In  what  way? 

Mr.  Nelson.  By  going  back  and  examining  what  the  quantities 
are  and  what  they  are  for.  e have  had  to  do  that  because  often 
these  are  duplicated. 

Senator  Ferguson.  Is  it  your  judgment  or  the  military  services’ 
judgment  as  to  what  is  necessary? 

Mr.  Nelson.  It  is  the  combination  because  oftentimes  a product 
may  be  four  or  five  times  removed  from  the  immediate  thing  that  is 
to  be  used.  It  may  be  for  bombs  and  the  alcohol  may  be  down  in 
the  fifth  or  sixth  tier  of  products  needed  to  build  up  that  particular 
thing. 
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Senator  Ferguson.  Doesn’t  the  Army  know  how  much  alcohol  goes 
into  each  bomb  and  how  many  bombs  they  need? 

Mr.  Nelson.  The  need  for  bombs  changes  all  the  time  as  strategy 
changes. 

Senator  Ferguson.  But  the  Army  knows  what  it  is? 

Mr.  Nelson.  At  a given  point;  yes,  sir. 

Senator  Ferguson.  Does  your  agency  have  any  independent 
knowledge  of  the  number  of  bombs  that  are  going  to  be  required? 

Mr.  Nelson.  No,  sir.  We  get  that  from  military  services,  but  we 
do  check  back.  < ( 

Senator  Ferguson.  But  you  said  it  was  a joint  judgment  as  to  the 
number  of  bombs  that  are  going  out? 

Mr.  Nelson.  I said  as  to  the  ingredients  that  go  to  make  up  the 
bombs. 

Senator  Ferguson.  I don’t  know  that  it  is  clear  to  me. 

The  Chairman.  Is  that  a joint  judgment  as  to  the  ingredients? 

Mr.  Nelson.  It  is  not  a joint  judgment,  sir.  The  Chiefs  of  Staff 
will  give  us  requirements,  requirements  will  be  set,  so  many  of  this 
and  so  many  of  something  else.  That  takes  materials  of  all  kinds  at 
all  levels,  even  down  to  the  fifth,  sixth,  and  seventh  subcontractors. 

What  we  attempt  to  do  in  determining  the  ingredients  that  are 
necessary — take  molybdneum  and  steel— we  check  back  with  them 
to  see  there  are  no  duplications.  This  is  being  done  constantly 
We  have  to  do  that. 

Senator  Ferguson.  But  it  is  not  clear  in  your  answer  to  me. 

Mr.  Nelson.  May  I explain  it  again,  sir?  May  I explain  again 
what  we  are  attempting  to  tell  you? 

Senator  Ferguson.  Yes. 

Sir.  Nelson.  They  will  give  us  certain  requirements  that  they 
want.  It  is  our  job  to  keep  ahead  of  that  so  that  they  will  constantly 
have  material  and  there  wiU  be  no  hold-up  in  production  at  any  place 
along  the  picture.  The  Army  does  not  have  all  the  information  about 
all  these  materials.  They  could  have,  yes;  but  they  depend  on  us 
■ because  we  know. 

I We  are  providing  thousands  of  chemicals  ahead  of  actual  needs. 

We  check  back  on  those  requirements,  translating  from  requirements 
at  the  top  down  to  the  requirements  at  the  bottom.  For  example, 
there  are  situations  where  they  will  want  certain  things.  Now,  we 
have  conflicts  between  the  seiwices  for  different  things.  When  those 
conflicts  occur,  we  have  to  go  in  and  ask  the  military  services  to  revise 
their  requirements  for  a particular  thing,  pointing  out  to  them  the 
conflicts  down  the  line. 

Senator  Ferguson.  But,  as  I understand,  you  have  not  had  any 
conflicts  as  far  as  alcohol  is  concerned,  because  you  have  had  plenty 
to  supply  the  Army  and  Navy  and  other  agencies  so  far  as  the  war  is 
concerned. 

Mr.  N.elson.  That  is  right;  but  we  are  checking  actual  figures  of 
needs.  That  is  what  we  are  talking  about.  You  are  questioning  our 
estimates  of  our  needs,  and  I am  trying  to  explain  to  you,  sir,  that  in 
making  the  estimates  we  work  with  the  military  services  to  estimate 
the  amount  of  the  needs 

Senator  Ferguson.  What  was  the  variation  and  over  what  period? 

Air.  Sourwine.  The  estimate  of  direct  military  use  of  alcohol 
during  1944  was  60,000,000  gallons  on  December  1,  1943. 
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On  April  1,  1944,  4 months  later,  the  estimate  was  24.6  million 
gallons. 

Senator  Ferguson.  A variation  of  what? 

Mr.  Sourwine.  A variation  of  somewhere  in  e.xcess  of  50  percent. 

Mr.  Neison.  Because  of  changing  requirements. 

The  Chairman.  That  is  a futuristic  requirement,  isn’t  it? 

Mr.  Nelson.  We  try  to  make  it  futuristic.  We  try  to  anticipate 
exactly  what  we  are  going  to  have  to  do. 

The  Chairman.  Please  correct  me,  if  I misstate  that. 

That  variation  would  reflect  this  conclusion,  that  the  Army  for  a 
period  of  time  in  the  future  had  determined  they  would  not  require 
more  than  50  percent  of  what  they  had  estimated  for  3 or  4 months  in 
the  past.  Is  that  about  right? 

Mr.  Nelson.  That  is  right  for  direct  use.  We  must  always  dis- 
tinguish between  the  direct  and  indirect.  The  indirect  is  just  as  im- 
portant as  the  direct.  One  of  the  big  indirect  requirements  we  esti- 
mate for  the  Army  is  alcohol  for  butadiene  for  tires.  That  becomes, 
as  such,  a military  requirement  for  tires,  but  the  alcohol  for  butadiene 
is  an  indirect  requirement  because  the  Army  does  not  buy  alcohol  for 
that  purpose. 

In  the  direct  military  requirements  are  the  things  that  the  Army 
directly  places  contracts  for  in  solving  that  particular  thmg.  We 
often  lump  it  together  as  civilian,  but  it  is  a requirement  just  as  much 
for  the  military  as  though  they  bought  the  alcohol.  They  ask  for 
the  tires. 

Mr.  Sourwine.  Mr.  Nelson,  your  figures  on  indirect  military  and 
civilian,  as  you  quote  them,  are  separate  from  your  figures  for  require- 
ments on  synthetic  rubber. 

Mr.  Nelson.  That  is  correct,  but  the  synthetic  rubber  requirement 
may  be  just  as  well  a direct  military  requirement.  The  alcohol  for 
butadiene  for  tiros  for  the  Army  is  as  much  a direct  military  require- 
ment as  the  alcohol  for  smokeless  powder. 

Mr.  vSourwine.  But  we  assume  these  categories  in  which  you  are 
breaking  down  figures  are  categories  that  have  some  validit}’^? 

Mr.  Nelson.  That  is  right,  sir,  and  I am  trying  to  explain  it  so  you 
will  understand  it. 

Mr.  Sourwine.  Do  you  know  how  much  alcohol  has  gone  to  mili- 
tary uses  during  the  first  quarter  of  this  year,  and  I mean  direct  mili- 
tary, as  you  use  the  term? 

Air.  Whitman.  Yes,  sir.  Of  course,  the  answer  to  that  should  be 
confidential  to  the  committee,  as  I mentioned  j’esterday,  at  the  re- 
quest of  the  military  services.  We  shall  be  glad  to  give  you  that. 

Air.  Sourwine.  The  figures  on  the  amounts  that  have  been  used 
in  the  past  are,  then,  a military  secret? 

Air.  Whitman.  I should  so  construe  it  in  view  of  the  advice  that 
we  have  from  the  military. 

Air.  Sourwine.  Would  that  be  true  with  regard  to  amounts  used 
by  the  military  in  1943? 

Mr.  Whitman.  I think  since  these  have  been  published  there  is  no 
reason  for  that.  It  is  the  future  estimates,  primarily. 

Air.  Sourwine.  And  the  use  for  the  first  quarter  of  this  year? 

Air.  Whitman.  Yes,  because  that  has  not  been  published,  to  the 
best  of  my  knowledge. 
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Mr.  SouRwiNE.  Can  you  say  whether  there  will  be  either  a curtail- 
ment or  increase  in  the  requirements  for  direct  military  use  in  the 
future? 

Mr.  Whitman.  At  the  request  of  the  committee  yesterday  I have 
prepared  a confidential  communication  to  Senator  McCarran  which 
gives  the  break-down  on  our  first  estimate  of  military  plus  lend-lease 
[document  handed  to  the  chairman]. 

Mr.  Nelson.  Have  you  marked  that  “confidential”? 

Mr.  Whitman.  I requested  that  it  be  kept  confidential. 

Mr.  SouRWiNE.  Do  you  know  how  much  industrial  alcohol  was 
exported  during  the  first  quarter  of  1944  under  lend-lease? 

Mr.  Whitman.  That,  again,  should  be  confidential,  because  the 
combined  military  and  lend-lease  has  been  given  to  you. 

Mr.  SouRwiNE.  Are  you  aware  that  the  figure  on  lend-lease  exports 
during  the  first  quarter  of  1944  has  been  furnished  without  any  con- 
fidential tab? 

Mr.  Whitman.  I don’t  know,  sir. 

The  Chairman.  I don’t  like  to  interrupt  your  train  of  examination, 
Mr.  Sourwine,  but  it  seems  to  me  that  just  a moment  ago  there  was  a 
place  I would  like  to  have  asked  a question. 

Mr.  Sourwine.  All  right,  sir. 

The  Chairman.  This  is  the  way  the  facts  related  by  yourself 
strike  me,  Mr.  Nelson,  as  regards  the  reduction  in  the  demand  or 
request  for  or  requirement  for  the  Army  at  a period  when  the  require- 
ment for  du-ect  military  use  was  reduced  50  percent. 

Mr.  Nelson.  Yes,  sir. 

The  Chairman.  We  must,  first  of  all,  as  I visualize  the  picture, 
remember  that  you  undoubtedly  had  made  your  estimates  and  deter- 
minations for  indirect  military  use  prior  to  this,  which  indirect  mili- 
tary use,  I take  it,  included  the  manufacture  of  rubber.  Those  deter- 
minations you  had  also  made,  as  well  as  the  direct  military  use,  had 
you  not,  sir? 

Mr.  N ELSON.  That  is  right,  sir. 

The  Chairman  Was  there- any  reduction  or  increase  in  the  indirect 
military  use  for  the  same  period? 

Mr.  Nelson.  ^Ye  were  preparing,  sir,  for  the  coming  in  of  the  syn- 
thetic rubber  plants,  the  butadiene  from  alcohol,  and  preparing  for  a 
big  increase  in  efficiency  from  those  plants. 

The  Chairman.  You  had  been  doing  that  right  along? 

Mr.  Nelson.  That  is  right,  sir. 

The  Ch.^irman.  When  you  found  a reduction  of  requirement  of 
50  percent  for  military  use  as  related  here  by  the  figures,  why  did  you 
not  then  notify  the  industry  that  they  might  release  for  potable  pur- 
poses or  consumptive  purposes,  to  an  extent  at  least,  a part  of  the 
50  percent  that  you  found  not  required  by  the  (hrect  military? 

Mr.  Nelson.  Because  we  had  an  increase  in  other  requirements. 

The  Chairman.  That  is  exactly  what  I asked  a minute  ago. 

Mr.  Nelson.  I certainly  said  to  you,  sir,  that  we  anticipated  an 
increase  in  requirements. 

The  Chairman.  You  say  “anticipated.”  Had  you  actually  a 
requirement  for  an  additional  amount  in  the  butadiene? 

Mr.  Nelson.  That  is  right,  sir.  We  anticipated 

The  Chairman.  No.  I am  talking  of  actualities  now,  please. 

Mr.  Nelson.  I am  trying  to  give  you  actualities,  sir. 
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The  Chairman.  You  remember  you  told  me  that  while  you  were 
preparing  for  the  military  use  in  estimating,  you  were  also  makmg 
estimates  for  the  semi-  or  incidental  military  use. 

Mr.  Nelson.  That  is  right,  sir. 

The  Chairman.  Such  as  rubber? 

Mr.  Nelson.  That  is  right,  sir. 

The  Chairman.  So  you  had  your  estimates  based  on  your  anticipa- 
tion. Now,  did  you  change  those  estimates?  Did  you  reduce  those 

estimates,  or  did  you  raise  them? 

I Mr.  Nelson.  We  raised  them,  sir. 

' The  Chairman.  When  did  you  raise  them? 

* Mr.  Nelson.  I believe  it  was  August. 

Mr.  Whitman.  September.  . 

Mr.  Nelson.  When  the  plants  began  to  come  in  and  we  saw  we 

could  increase  the  efficiency  we  raised  them.  j.  o 

Mr.  Sourwine.  In  September  1943  you  raised  your  estimates' 

Mr.  Nelson.  For  butadiene  for  rubber. 

The  Chairman.  You  raised  them  in  August  of  1943? 

Mr.  Nelson.  At  the  request  of  the  Rubber  Director 

The  Chairman.  So  you  had  your  estimates  all  fixed  for  the  rubber' 

Mr.  Nelson.  That  is  right,  sir.  • j 

The  Chairman.  Did  you  raise  or  lower  those  estimates  dunng  the 
period  when  you  found  that  the  direct  war  uses  would  be  reduced 

50  percent? 

Mr.  Nelson.  This  is  a continuous  process  and-— 

The  Chairman.  Why  then  didn’t  you  tell  the  industry  that  they 

could  release?  . , , u i u 

Mr.  Nelson.  Because  we  didn  t believe  they  could  release  it. 

The  Chairman.  Do  you  beheve  they  can  ever  release  for  potable 
purposes? 

Mr.  Nelson.  I do,  sir. 

The  Chairman.  When?  , i 

Mr.  N ELSON.  When  the  requirements  on  use  are  less  than  the  supply. 

The  Chairman.  And  that  was  in  the  first  quarter  of  1944  as  stated 

* by  you  a moment  ago  for  the  first  time? 

iCir.  Nei^on.  I beg  your  pardon.  If  you  have  seen  the  figures 
The  Chairman.  I take  your  own  statement  in  answer  to  Mr. 

\ Sourwine.  . , . , . , . t 

Mr.  N ELSON.  If  I made  a mistake  in  the  statement,  I am  sorry. 

I do  not  believe  I did  make  a mistake  in  the  statement 

I said  to  you,  yesterday,  sir,  that  we  have  estimated  that  for  1944 
our  supply, would  be ,61 1,000,000  gallons  and  our  requirements  would 
be  636,000,000  gallons.  If  that  isn’t  a case  of  the  supply  being  less 

than  the  requirements,  I don’t  know  figures. 

The  Chairman.  But  I am  speaking  now  of  actual  figmes. 

Mr  Nelson.  Will  you  repeat  the  question?  If  this  is  to  be  that 
kind  of  cross-examination.  I will  be  glad  to  weigh  my  pp'ers  more 
carefully.  If  that  is  the  way  you  want  to  conduct  this  it  is  perfectly 

all  right  with  me.  . . j t 

The  Chairman.  My  dear  sir,  we  are  using  figures  and  facts  and 

your  own  statement.  ^ j i i t 

Mr  Nelson  Will  you  please  have  the  statement  read  back  so  i 

m^y.  see  what  .the  Senator  is  talking  about?  I would  hke  to  have  it 
read  back  to  me. 
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The  Chairman.  Either  that,  or  Mr.  Sourwine  can  repeat  it. 

Mr.  N ELSON.  I would  like  to  have  the  question  read  back  and  see 
wherein  my  statement  now  does  not  conform  to  the  answer  I made 
at  that  time. 

Mr.  Sourwine.  What  question  are  you  referring  to? 

Mr.  Nelson.  I don’t  know — whatever  the  Senator  has  in  mind. 

The  Chairman.  I will  clarify  it  again,  on  your  own  statement. 

Mr.  N ELSON.  I would  like  to  have  the  statement  read  back  and  see 
where  the  difference  is. 

The  Chairman.  Miss  Keporter,  will  you  kindly  find  the  question 
propounded  by  Mr.  Sourwine  pertaining  to  the  requirement  in  the 
direct  military  use? 

Mr.  Sourwine.  It  might  be  helpful  if  I recapitulated  the  figures 
on  requirements  for  those  two  dates. 

The  Chairman.  I want  to  comply  with  Mr.  Nelson’s  request. 

He  seems  to  think  I am  taking  advantage  of  him. 

Mr.  Sourwine.  Maybe  I can  repeat  the  question.  It  will  be 
quicker. 

The  Chairman.  Repeat  the  question,  Mr.  Sourwine. 

Mr.  Sourwine.  I asked  Mr.  Nelson  to  explain  the  reasons  for  the 
reduction  in  estimates  of  military  requirements  from  the  December 
estimate  of  60,000,000  gallons  to  the  April  estimate  of  24.6  million 
gallons. 

The  Chairman.  You  may  answ'er  that.  Then,  that  will  clear  it. 

Mr.  Nelson.  I would  like  to  start  over,  as  we  seem  to  be  confused. 

The  Chairman.  Surely. 

Mr.  Nelson.  Will  you  ask  that  question  again.  I want  to  be 
very  careful  of  how  I answer  it. 

Mr.  Sourwine.  Will  you  explain  your  reason  for  the  reduction  in 
the  estimate  of  direct  military  requirements  for  1644  from  the  figure 
of  60,000,000  on  December  1,  1943,  to  the  figure  of  24.6  million  which 
you  used  on  April  1,  1944? 

Mr.  Nelson.  I didn’t  know  it  had  ever  gotten  as  low  as  24,000,000. 

Mr.  Whitman.  It  did  at  one  time.  It  has  changed  since  then. 

Mr.  Nelson.  We  get  our  requirements  for  direct  military  from  the 
services,  and  they  are  constantly  changing  as  the  needs  for  certain 
materials  of  war  constantly  change. 

Senator  Ferguson.  Is  that  the  only  explanation?  ^ 

Mr.  Nelson.  That  is  the  only  explanation  I know,  sir; 

The  Chairman.  I will  go  back  with  my  thought  which  has  no  catch 
in  it  whatever,  just  using  the  figures  as  they  are. 

Mr.  Nelson.  Yes,  sir. 

The  Chairman.  I don’t  desire  to  trap  you  or  anything  of  the  kind. 

Wlien  you  found  at  the  end  of  the  first  quarter  in  1944  or  thereabouts 
a reduction  in  the  direct  military  requirements  of  about  50  percent, 
why  did  you  not  say  to  the  industry  then  that  they  might  release  at 
least  a part  of  the  50  percent  for  consumptive  purposes  or  for  com- 
mercial purposes? 

Mr.  Nelson.  Because  we  had  other  requirements,  sir,  that  were 
increasing  at  the  same  time,  and  on  all  products  we  try  to  anticipate 
what  the  demand  is  going  to  be. 

The  Chairman.  I have  heard  that  ov^p  and  over  again.  Un- 
doubtedly, that  is  true.  But  I try  to  lay  the  found^ifcion  for  you  to 
explain,  because  you  had  already  anticipated  for  the  indirect  military 
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uses,  such  as  rubber,  and  you  told  me  thaC  You  had 
already  set  up  before  you,  an  estimate  of  the  increased  demand  that 
would-be  made  by  reason  of  the  fact  that  your  ^"bber  mdustry  was 
starting  up.  You  had  that  already  fixed  and  you  had  the  alcohol  for 

it,  in  accordance  with  your  estimates.  * i 

Now,  you  find  that  direct  mditary  use  is  cut  50  percent,  why  didn  t 

you  release  to  the  industry  at  that  time?  . , 

Mr.  Nelson.  Will  you  go  bank  over  all  of  our  estiinates,  sir  of 

requirements  and  demands?  We  have  them  all  right  here.  What 

is  the  particular  date  you  are  talking  about? 

The  Chairman.  The  date  referred  to  m Mr.  Sourwme  s question. 

Mr.  Nelson.  What  is  the  date,  Mr.  Sourwiiie. 

Mr.  Sourwine.  December  1 and  April  15.  + .i,  t 

Mr.  Nelson.  On  December  1,  1943,  we  estimated  at  that  particular 
time  that  our  supply  would  be  597,000,000  gallons  of  alcohol  and  that 
our  requirements  would  be  625,000,000  ga,llons  of  alcohol,  that  our 
requirements  would  be  more  than  our  supply  on  that  Particular  date, 
taking  in  all  requirements  which  we  anticipated  and  all  the  supply  as 

estimated.  , , . , 

The  supply  is  still  runnirg  less  than  the  requirements. 

Senator  Ferguson.  I want  to  ask  a question  about  supply.  lou 

take  civilian  needs  there  also?  , „• 

Mr.  N elson.  What  we  consider  essential  civilian  needs,  yes,  sir. 

Senator  Ferguson.  Have  you  given  all  the  alcohol  that  has  been 
requested  or  estimated  for  essential  civdian  requirements.^ 

Mr.  Nelson.  We  have  not  given  all  the  wants.  W e have  given  as 

best  we  could  estimate  the  needs.  , • ^ 

Senator  Ferguson.  You  have  given  the  needs  as  best  you  can  esti- 
mate. Who  determines  the  needs? 

Mr.  Nelson.  That  comes  from  a variety  of  places,  our  Office  of 
Civilian  Requirements,  various  divisions  of  the  Chemical  Division,  a 

^^SenltOT  Fer?uson.  You  have  considered,  of  course,  as  I undemtood 
from  you  yesterday,  that  beverage  alcohol  is  not  an  essential  ci\ilian 
requirement.  Does  that  mean  that  there  will  be  other  civilian  needs 
supplied  before  we  get  any  supply  for  beverage  puiTioses? 

Mr.  Nelson.  No,  sir.  We  think  the  other  civilian  uses  are  gettmg 

on  the  basis  of  needs.  . • .u  • a 

Senator  Ferguson.  Then  there  won’t  be  any  mcrease  m their  needs 

before  the  liquor  industry  comes  into  the  picture  as  an  essential  need 
Mr.  Nelson.  Not  as  we  anticipate  it  now,  unless  conditions 
change.  We  consider  the  essential  civilian  is  being  taken  care  of  to  the 

extent  we  feel  it  should  be  on  the  basis  of  needs.  . v.  ♦ 

Senator  Ferguson.  And  at  the  present  status  you  would  say  that 

alcohol  beverages  would  be  the  next  essential  civilian  need. 

Mr.  Nelson.  I see  nothing,  sir,  that  would  stand  in  the  way  of  it 

on  the  basis  of  our  present  requirements. 

Senator  Ferguson.  Have  vou  received  the  picture  from  the  Justice 
Department  and  the  F.  B.  I.  as  to  the  black  market,  the  lawless- 



Mr.  Nelson.  Yes,  sir.  . ^ 

Senator  Ferguson.  You  have  received  that  in  your  effort  to  deter- 
mine whether  or  not  this  is  an  essential  civilian  need.' 
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Mr.  Nelson.  May  I say  this  about  our  mechanism?  We  have 
received  it,  yes,  sir.  We  operate  in  the  War  Production  Board  on  the 
basis  of  claimant  agencies  making  claims  for  these  particular  things. 

As  I explained  yesterday,  the  beverage  department  was  transferred 
in  April  1943  to  the  War  Food  Administration. 

Now,  if  the  War  Food  Administration  is  one  of  the  claimant  agencies 
and  they  want  to  come  in  and  make  a claim  for  alcohol  for  beverage, 
we  are  glad  to  consider  it  at  any  time.  We  do  not  handle  beverage 

alcohol  in  W.  P.  B.  , . , tt  -nr  t:'  J 

Senator  Ferguson.  I am  trymg  to  get  the  picture.  Has  War  l^ood 

made  a claim? 

Mr.  Nelson.  No,  sir.  , , xi.  j 

Senator  Ferguson.  So  there  is  no  claim  now  before  the  depart- 

™Mn  Nelson.  There  is  no  claim  now  before  the  W.  P.  B.  for  beverage 

^ Senator  Ferguson.  Therefore  there  could  not  be  a granting  of  such 
a claim  until  the  W’^ar  Food  does  make  such  a claim? 

Mr.  Nelson.  They  took  that  department  away  from  us  shortly 
after  April  1943  when  the  War  Food  Administration  was  formed. 

Senator  Ferguson.  Have  they  anything  to  do  with  declarmg 
whether  or  not  alcohol  for  beverage  purposes  is  one  of  the  civilian 

essentials? 

Mr.  Nelson.  If  they  came  to  us — - • , , 

Senator  Ferguson.  Have  they  anything  to  do  with  that. 

Mr.  Nelson.  They  have,  sir,  certainly. 

Senator  Ferguson.  So,  if  they  do  not  come  for  any  reason  what- 
ever, then  there  will  be  no  holiday?  T 1 iV-  * 

Mr.  Nelson.  If  you  are  talking  about  holiday,  I don  t say  toat. 
Senator  Ferguson.  A holiday  so  far  as  getting  it  for  beverage 

^^Mr  Nelson.  A holiday  as  far  as  the  release  of  the  facihti^  are 
concerned.  But  the  War  Food  Admmistration  would  have  to  deter- 
mine the  essentiality  and  provide  the  grain,  of  course.  We  make  the 
claim  for  grain  for  these  essential  purposes  and  the  toect  military 
over  which  we  have  jurisdiction.  They  have  jurisdiction  over 

beverage.  , » . . t 

Now,  they  would  make  the  claim  before  their  own  agency  for  grain 

for  beverage  alcohol  if  they  so  chose.  W e would  not  make  it,  sir,  as 

I tried  to  explain  to  you  yesterday.  j-j  . 

Senator  Ferguson.  Then,  if  the  War  Food  Administration  did  not 
make  a claim,  there  would  be  no  alcohol  made  for  beverage  purposes 
Mr.  Nelson.  That  is  right,  sir.  That  is  the  mechamsm  by  which 

Senator  Ferguson.  So  the  ultimate  choice  of  making  alcohol  for 
beverage  purposes  is  in  the  War  Food  Administration? 

Mr.  Nelson.  Is  in  the  War  Food  Administration;  that  is  right,  sir. 
Senator  Ferguson.  The  control  over  capacity  to  make  it  is  m you . 

Mr.  Nelson.  That  is  right,  sir.  . u * 

The  Chairman.  Let  us  see  if  I get  that  clear.  You  told  us  y^tCT- 
day  that  when  you  had  a surplus  of  any  commodity  you  notined  the 
agencies  that  were  producing  that  to  no  longer  produce.  Is  that 

correct? 

Mr.  Nelson.  That  is  right,  sir. 
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Thp  Chairman  Then,  if  you  found  that  you  had  a surplus  of 
alcohol  if  the  requirements  for  direct  military  purposes  dropped,  you 
would  under  your  general  custom  notify  the  agency  that  you  no  longer 

^Th.Vel^»n\^W^  notify  the  industry  that  we  no  longer 

needed  the  full  7 days’  operation  of  their  plants. 

The  Chairman.  Yes.  At 

Mr  Nelson.  We  would  notify  them  how  much  we 
the  same  time,  if  the  requirements  dropped  radically  and  we  had  a 
stock  pile  and  we  felt  that  stock  pUe  was  no  longer  needed  to  proyde 
the  protection  against  future  requirements,  as  I said  to 
sir,  we  would  notify  the  R.  F.  C.  and  they  would  dispose  of  the  stock 

^^Mr  Whitman.  Senator,  may  I interject  one  point?  In  your 
question  you  said,  “if  the  direct  military  requu-ements  popped. 

I think  vou  meant  to  say,  “if  the  total  essential  requirements  drop. 
tCSairSan.  No;  I was  specific  in  that.  I was  driving  at  the 

fisrures  that  you  have  admitted.  , .i  i. 

Mr.  Nelson.  That  is  right,  and  I have  read  them  to  you. 

The  Chairman.  Let’s  follow  that  up.  . 

Mr.  Nelson.  I said,  on  December  1,  the  date  when  you 
there  was  a reduction  in  the  direct  military  ^equ^ements  we  estimated 
nt  fhflt  time  a suDPlv  of  597,000,000  and  a requirement  of  625,000,009 
gallons.  The  fact  that  one  portion  of  our  requirements  might  change 
would  not  justify  us  in  releasing  some  of  the  facdities  when  the  supply 

ThVcH^AmMAN^^You  have  anticipated  me.  I wy  going  to  ask 
why  didn’t  you  release  the  facilities  when  you  found  the  production 

was  greater  than  the  need  for  direct  military.  ^ 

Mr  Nelson.  But  that  is  only  one  of  the  requnements. 

The  Chairman.  But  you  had  already  told  me 
your  indirect  military  use  and  that  was  being  complied  with  and  the 

^^VNELScS’^Have  I made  plain  to  you  that  di^ct  military  is  one 
requirement,  and  we  try  to  estimate  them  all? 

that  particular  date  did  we  not  release  a portion  of  the  alcohol  we 
were  getting,  and  I said  to  you  that  at  that  same  tune  the  require- 
ments^ for  1944,  as  nearly  as  we  could  estimate  them,  were  greater 

^The'cHAiRMAN.  But  those  figures  were  based, 
was  based  of  course,  on  the  needs  for  military  use  as  they  had  been 
presented^  to^  Isn’t  that  correct?  In  December 

they  asked  for  60,000,000  gallons  and  in  April  they  asked  for  24,000,- 

^^Mr^^SnsoN.  But  other  requirements  were  higher.  I tried  to 

“Thi>'‘c^lRMAN.  I am  not  going  into  it  any  further.  I 'f 

to  ask  why  you  didn’t,  and  if  that  is  your  only  answer,  that  is  aU. 
Mr.  Nelson.  That  is  the  answer,  sir. 

Senator  Murdock.  I would  like  to  interrupt,  if  I may,  at  this  time, 

as  I must  leave  for  another  committee  meetmg.  , • i.  t 

Senator  Lucas  handed  me  a memorandum  yesterday  which  I read 
very  carefully  and  it  seems  to  have  some  very  valuable  information 
in  it.  The  source  of  the  information  is  not  stated.  I ask  that  follow- 
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ing  the  examination  of  Mr.  Nelson  and  Dr.  Wliitman,  that  it  be 
included  in  the  record. 

The  Chairman.  I think  there  will  be  no  objection.  I would  like 
to  have  it  submitted  to  the  counsel  for  the  committee  first. 

Senator  Murdock.  Before  I go  I would  like  to  ask  one  or  two  ques- 
tions of  Dr.  Whitman. 

Doctor,  on  every  bottle  of  blended  liquor  that  we  see  on  the  market 
today  we  find  this:  That  there  is  a certain  percentage  of  whisky  and 
a certain  percentage  of  neutral  spirits. 

Now,  the  evidence  before  this  committee  is  this,  that  when  the 
whisky  is  taken  out  of  the  warehouses  it  is  100-proof  whisky,  and  that 
the  neutral  spirits  that  it  is  blended  with  or  mixed  with  are  190-proof 
alcohol. 

I think  the  public  is  confused,  and  I know  I am  confused  about  it. 
I am  wondering  how  you  can  get  80.6-  or  86-proof  whisky  out  of 
blending  100-proof  whisky  with  190-proof  alcohol. 

Mr.  Whitman.  Add  distilled  water. 

The  Chairman.  They  add  H2O. 

Senator  Murdock.  That  is  what  I am  trying  to  bring  out.  Is  it 
aqua  Potomac  or  ditch  water  or  what? 

Mr.  Whitman.  I have  been  told  that  the  distillers  prefer  to  use 
distilled  water. 

Senator  Murdock.  So,  as  I see  the  picture,  they  must  add  a con- 
siderable quantity  of  water  in  order  to  get  an  86-proof  whisky  out  of 
100-proof  whisky  mixed  with  190-proof  alcohol. 

Mr.  Whitman.  That  is  correct,  sir. 

Senator  Murdock.  Evidently  there  is  a great  saving  of  alcohol  by 
rectifying  or  blending  of  whisky.  I am  wondering  if  W.  P.  B.  have 
any  figures  that  they  could  give  us  on  the  saving  of  alcohol  that  results 
from  that  type  of  blending  and  sale  to  the  public,  and  if  you  have  any 
figures  on  the  saving  that  is  made,  who  gets  the  advantage  of  that 
and  to  what  use  is  it  put? 

Mr.  Whitman.  I don’t  believe  I am  competent  to  talk  about  the 
beverage-distilling  practices,  but  I am  quite  sure  that  the  marketing 
of  more  than  100-proof  whisky  would  not  be  regarded  as  sound  prac- 
tice. It  isn’t  done. 

Senator  !Murdock.  I know,  but  the  mark(!ting  of  much  lower  than 
100-proof  whisky  seems  to  be  a very  common  custom  today,  and  it  is 
very  seldom  now  that  you  can  get  anything  but  a low-proof  whisky. 

Mr.  Whitman.  I think  this  is  getting  into  a field  on  which  I am 
not  competent. 

Senator  Murdock.  I have  not  been  able  to  find  a witness  to  date 
who  is  competent;  whether  he  comes  from  the  industry  or  from 
O.  P.  A. 

Mr.  Whitman.  We  are  interested  in  industrial  alcohol,  sir.  It  is 
not  within  our  field . 

Senator  Murdock.  I think  it  might  be  well  for  the  War  Production 
Board  to  look  into  that  question  and  find  where  the  alcohol  that  is 
saved  goes. 

Senator  Ferguson.  It  goes  into  more  whisky. 

Senator  Murdock.  That  is  what  I would  like  to  know. 

Mr.  Nelson.  I am  not  competent  on  this  either,  but  I think  it  is 
perfectly  evident  that  it  would.  The  lower  the  proof,  the  further  it 
would  go. 


4 


LIQUOR  INDUSTRY 


653 


Senator  Murdock.  And  the  greater  saving  of  alcohol  and  I think 
it  is  material  that  this  committee  should  know  where  it  goes,  if  you 
people  can’t  give  us  the  figures,  maybe  we  can  get  it  from  some  other 

^°The  Chairman.  We  will  try.  We  have  not  been  very  successful  in 

getting  anything  as  yet.  • xv  1 

Senator  Ferguson.  Has  there  been  any  change  iR  the  claimant 

agencies’  powers  since  last  August  to  date?  The  War  Food  Admi^- 
tration  make  the  same  claim  now  as  they  did  m August  to  get  alcohol 

for  essential  civilian  needs? 

Mr.  Nelson.  That  is  right,  sir.  , , ,,  x i 

Senator  Ferguson.  Do  I understand,  when  tlmse  telegrams  were 

prepared  last  autumn  giving  a holiday,  that  the  War  Food  Adminis- 
tration had  requested  alcohol  for  beverage  purposes. 

Mr.  Nelson.  No,  sir.  . xi.  x w 

Senator  Ferguson.  Then  how  does  it  come  that  W.  P.  B.  acted, 

on  its  own  initiative 

Mr.  Nelson.  To  release  the  facilities  only.  , , , , , 

Senator  Ferguson.  It  was  not  to  make  alcohol  for  beverage 

purposes? 

Mr.  Nelson.  Merely  to  release  the  facilities. 

Senator  Ferguson.  For  what  period  of  time?  x 4.  + 

Mr  Nelson.  We  figured  on  the  basis  of  our  requirements  at  that 

time,  in  August,  before  the  big  rubber  program  came  figur^ 

that,  in  view  of  the  stock  pile  and  the  production,  we  could  release  the 

facilities  for  approximately  10  days.  , , , . ^„„x 

Senator  Ferguson.  Is  it  a fact  that  these  telegrams  were  not  sent 

out  because  you  found  you  couldn’t  release  the  facilities,  or  jas  it 
because  the  War  Food  Administration  came  in  and  said.  We  do  not 
want  any  facilities  used  to  make  alcohol  for  beverage  purposes.' 

Mr.  Nelson.  No,  sir. 

Senator  Ferguson.  What  was  the  case? 

Mr.  Nelson.  The  case  at  that  time  was,  the  Rubber  Director  came 
in  with  a much  bigger  claim  for  alcohol.  His  plants  began  coming  m 
so  that  they  could  be  run  at  gieater  capacity,  and  knowmg  the  great 
need  for  rubber  he  made  a larger  request  for  alcohol. 

Senator  Ferguson.  So  the  only  cause  was  that  there  were  no 

f £tcili  tics  ^ 

^ Mr  .^Nelson.  At  that  particular  time,  so  far  as  we  were  concerned. 
Senator  Ferguson.  On  these  civilian  needs  at  the  present  time, 

you  stated  you  have  not  filled  all  of  them. 

Mr.  Nelson.  We  have  not  filled  all  of  the  wants. 

Senator  Ferguson.  Have  you  in  any  cases  filled  more  than  the 

wants?  . 

Mr.  Nelson.  Not  that  I know  of,  sir. 

Senator  Ferguson.  On  lend-lease  is  it  a military  secret  as  to  what 

countries  you  are  furnishing  alcohol  to?  „ x 

Mr  Nelson.  I wouldn’t  so  consider  that.  e are  not  competent 

to  tell  you  that.  Lend-Lease  makes  the  claim  in  total  from  us 
Senator  Ferguson.  Do  you  know  to  what  countries  it  goes.' 

Mr.  Nelson.  We  know,  but  I prefer  for  you  to  get  the  figures  from 

^^Senator  Ferguson.  Are  there  any  South  American  countnes  getting 
alcohol  for  lend-lease  purposes? 
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Mr.  Nelson.  I don’t  know  of  any. 

Senator  Ferguson.  Mr.  Whitman,  do  yon  know  of  any? 

Mr.  Nelson.  As  a matter  of  fact,  the  only  country  I know  of  is 
Russia. 

Senator  Ferguson.  Do  you  know  whether  or  not  we  color  all  of  our 
alcohol  here  that  is  made? 

Mr.  Whitman.  No,  sir;  we  don’t  color  any  industrial  alcohol. 

Senator  Ferguson.  Any  alcohol  that  could  be  used  for  beverage 
purposes,  is  it  now  colored? 

Mr.  Whitman.  The  Defense  Supplies  alcohol,  which  is  purchased 
from  the  distillers,  is  handled  as  pure  190-proof  alcohol.  It  is  de- 
natured, I believe,  at  the  particular  arsenals  and  butadiene  plants 
just  before  use. 

Senator  Ferguson.  Do  you  know  whether  it  is  colored? 

Mr.  Whitman.  I don’t  think  that  they  color  it  at  aU. 

Senator  Ferguson.  Then  there  could  be 

Mr.  Whitman.  Denaturing  does  not  necessarily  involve  coloring  it. 

Senator  Ferguson.  Could  there  then  be  any  diversion? 

Mr.  Whitman.  Not  legally. 

Senator  Ferguson.  I am  not  talking  about  legally.  If  it  is  not 
colored  there  could  be  diversion? 

Mr.  Whitman.  Illegal  diversion.  There  is  always  a possibility. 

Senator  Ferguson.  I understand  at  one  time  that  our  alcohol  in 
America  was  all  colored  so  there  could  not  be  a diversion,  and  all 
that  sent  to  lend-lease  was  on  direct  orders  not  colored,  so  it  was 
possible  to  have  a diversion  of  lend-lease  alcohol. 

Mr.  Whitman.  I think  your  understanding  is  correct,  sir;  that  the 
alcohol  sent  on  lend-lease  is  not  denatured. 

Senator  Ferguson.  So  it  is  of  a quality  that  can  be  used  for 
beverage  purposes? 

Mr.  Whitman.  I should  say  so. 

Senator  Ferguson.  But  all  of  our  alcohol  is  denatured  so  it  cannot 
be  used  for  beverage  purposes? 

Mr.  Whitman.  Under  the  law  we  must  do  that. 

Senator  Ferguson.  Yes. 

Mr.  Whitman.  I think  practically  all  the  alcohol  going  to  the  buta- 
diene plants  is  not  denatured  until  it  reaches  the  butadiene  plants  and 
is  ready  for  use. 

Mr.  Nelson.  That  is  my  understanding. 

Senator  Ferguson.  Do  you  know  of  any  reason  why  lend-lease 
alcohol  is  not  denatured  so  it  can’t  be  used  for  beverage  purposes? 

Mr.  Nelson.  The  primary  use  of  alcohol  by  Russia  is  to  make 
synthetic  rubber  over  there.  They  use  a different  process  from  ours. 
As  a matter  of  fact,  they  use  several  different  processes,  and  how  tbe 
denaturing  would  affect  that  I wouldn’t  be  able  to  say. 

But  I have  been  told — naturally  we  would  inquire  into  a thing  like 
this — by  the  chemists  in  Russia  that  this  goes  directly  to  synthetic 
rubber  in  their  various  plants  to  substitute  for  grain. 

They  would  have  to  make  the  alcohol  from  grain  to  substitute  for 
their  processes. 

Mr.  SouRWiNE.  Are  you  aware,  Mr.  Nelson,  that  the  F.  E.  A.  says 
that  the  alcohol  furnished  to  the  Soviet  Union  is  to  be  used  in  the  manu- 
facture of  explosives  and  other  munitions  of  war? 
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Mr.  Nelson.  I suppose  synthetic  rubber  tires  are  munitions  of 

Senator  Ferguson.  Mr.  Nelson,  did  you  discover,  when  you  were 
in  Russia,  any  shortage  of  vodka  or  alcoholic  beverages?  I mean  such 

as  we  have  in  this  country?  t . -v,  . j • -d 

Mr.  Nelson.  Vodka  was  not  generally  distributed  in  Russia.,  they 

were  making  locally  a low-grade  vodka  from  potato  peelings  and  potato 

* culls,  and  things  of  that  sort. 

Senator  Ferguson.  VS  as  it  rationed?  . 

Mr.  Nelson.  As  I understand,  it  was  very  severely  rationed. 
Senator  Ferguson.  And  they  had  a scarcity  of  alcoholic  beverages 
there  equal  to  what  we  have  here? 

Mr.  Nelson.  Much  greater  than  that.  . , i i 

Mr.  SouRWiNE.  Dr.  V\"hitman,  you  testified  at  considerable  length 
before  the  Gillette  subcommittee  concerning  lend-lease  shipments; 

did  you  not?  . -,111^1. 

Mr.  Whitman.  I don’t  recall  whether  it  was  at  considerable  length. 

I have  made  some  comments  on  it.  ,11,  . j- 

Mr.  SouRWiNE.  Do  you  have  any  thought  that  refusal  here  to  dis- 

cuss  some  matters  which  you  discussed  before  the  Gillette  cornmittee 
will  wipe  them  out  of  the  record  or  render  them  more  confidential  than 

they  were  before? 

Mr.  Whitman.  No.  ^ u 

Mr.  SouRWiNE.  So  we  may  proceed,  if  we  don  t overstep  the  bounds 

of  the  subject  matter  you  discussed  there,  to  discuss  lend-lease. 

Mr.  Whitman.  If  you  want  to  duplicate  that  discussion. 

Mr.  SouRWiNE.  I do  not  have  in  mind  exactly  duplication,  sir. 
All  of  the  alcohol  shipped  lend-lease  is  ethyl  alcohol,  as  Senator 

Ferguson  has  brought  out?  , • j 

Mr.  Whitman.  Yes,  sir.  At  times  we  have  shipped  methyl  alco- 
hol, but  what  we  have  always  been  talking  about  is  shippmg  ethyl 
alcohol  lend-lease. 

Mr,  SouRwiNE.  Do  you  know  wh-ethcr  any  of  tne  alcoiiol  wnicli  nas 
been  shipped  lend-lease  during  the  first  quarter  of  this  year  has  gone  to 

Great  Britain? 

Mr.  Whitman.  I believe  none  has,  sir.  1 1 • 

Mr.  SouRWiNE.  Do  you  know  whether  any  of  it  went  elsewhere  m 

V the  United  Kingdom? 

Mr.  Whitman.  I think  not.  , • . 1.  1 j 1 j i 

Mr  SouRWiNE.  I suppose  that  the  present  desne  to  hold  lend-lease 

figures  confidential  would  prohibit  your  answering  a question  concern- 
ing lend-lease  requirements  for  the  last  9 months  of  tms  year? 

Mr.  Whitman.  That  is  correct.  The  committee  already  has  that 

information  confidentially.  , x-  1 j * 

Mr.  Sourwine.  I don’t  want  to  refer  to  that  confidential  document. 

To  do  so  might  impose  restrictions  on  figures  already  made  public. 

On  April  15  your  estimate  of  lend-lease  requirements  was  48.9 

million  gallons  for  1944.  Is  that  right  sir?  Tr  • u * 

Mr.  Whitman.  I can’t  remember  all  these  figures.  If  that  is  what 

we  have 'put  out;  that  is  correct. 

Mr.  Sourwine.  I have  been  trymg  to  preserve  the  usual  formalities 
in  asking  the  questions.  If  it  is  entirely  agreeable  with  you,  I will  use 
those  figures  as  I have  them  here,  and  if  I am  mistaken,  you  stop  me. 
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Mr.  Whitman.  Then  I will  have  to  stop  you  every  time  you  make 
a mistake  if  I am  to  accept  the  responsibility  for  the  figm'es.  Why 
don’t  we  accept  the  fact  that  if  counsel  makes  a mistake  in  the  figures 
and  if  it  is  later  proved  that  it  is  incorrect,  we  can  correct  it? 

Mr.  SouRwiNE.  That  challenge  is  perfectly  proper.  I will  put  a 
footnote  in  the  record  in  that’  event. 

Senator  Ferguson.  It  is  understood,  however,  if  you  do  see  a flag- 
rant mistake  you  will  correct  it  at  the  present  time. 

Mr.  Whitman.  Yes,  sir. 

Mr.  SouRwiNE.  Do  you  recall  the  statement  that  lend-lease  require- 
ments amounted  to  approximately  8 percent  of  the  total  estimated 
supply?  ^ 

Mr.  Whitman.  I think  that  figure  is  correct. 

Mr.  SouRwiNE.  Can  you  tell  us  whether  lend-lease  requirements 
are  controlled  by  that  percentage  figure? 

Mr.  Whitman.  No,  sir. 

Mr.  SouRWiNE.  How  are  lend-lease  requirements  fixed? 

Mr.  Whitman.  Mr.  Nelson,  I believe,  has  explained  how  they  were 
fixed. 

Mr.  Nelson.  F.  E.  A.  is  a claimant  agency. 

Mr.  SouRwiNE.  And  they  get  what  they  ask  for? 

Mr.  Nelson.  Not  necessarily,  sir.  We  always  take  those  require- 
ments, as  I said  yesterday,  where  the  su]>ply  is  much  less  than  the 
requhements,  and  then  a division  is  made  among  all  -the  claimants. 

Mr.  SouRwiNE.  And  it  is  based  upon  that  type  of  requirement 
and  consideration  of  it  and  does  not  bear  any  direct  relationship  to 
the  percentage  figure? 

Mr.  Nelson.  That  is  right. 

Air.  SouRwiNB.  The  percentage  figure  comes  out  at  the  end  of  the 
hopper? 

Mr.  Nelson.  The  Russian  lend-lease  has  been  fixed  by  protocol 
as  between  Alarshal  Stalin  and  the  President. 

Mr.  Sour  WINE.  And  we  are  not  under  that  protocol  required  to 
furnish  a fixed  percentage  of  our  supply  or  production? 

Mr.  Nelson.  No,  sir. 

Air.  SouRWiNE.  Can  you  teU  us  how  much  alcohol  Russia  got 
under  lend-lease  in  1943? 

Air.  Whitman.  I can’t  at  the  moment. 

Air.  SouRWiNE.  Isn’t  that  figure  36,000,000  gallons? 

Air.  Whitman.  It  may  be. 

Air.  N ELSON.  Thirty  million  is  the  figure*-  in  my  mind. 

Air.  SouRwiNE.  And  as  late  as  April  15  it  is  estimated  that  the 
amount  furnished  to  Russia  this  year  would  be  48.9  mdlion  gallons. 

Air.  Whitman.  Yes. 

Air.  SouRwiNE.  Can  you  explain  the  reason  for  that  increase,  sir? 

Air.  Nelson.  As  far  as  I know,  it  is  an  increase  in  their  needs  for 
alcohol  for  synthetic  rubber.  That  replaces  grain  and  other  food. 

Air.  SouRwiNE.  Your  estimates  for  lend-lease  requirements  have 
been  bounced  around  a bit.  In  October  of  last  year  you  estimated 
lend-lease  requirements  as  approximately  64,000,000  gallons.  On 
December  1 you  revised  that  estimate  down  to  46.6  million  gallons. 

Do  you  know  if  that  reflected  a withdrawal  of  some  previous  claim 
by  F.  E.  A.? 


Air.  Whitman.  I should  say,  sir,  that  estimates  had  to  be  made 
for  the  last  half  of  1944,  since  no  protocol  agreement  had  been  con- 
summated at  that  time.  We  were,  therefore,  required  ourselves  to 
make  estimates  of  what  the  subsequent  protocol,  runmng  from  July 
1,  1944,  to  June  30,  1945,  might  be. 

Mr.  SouRwiNE.  Did  you  base  those  estimates  on  this  8 percent 

percentage  figure? 

Air.  Whitman.  No. 

Mr.  SouRWiNE.  You  had  the  estimate  of  46.6  million  gallons  on 
December  1,  and  then  you  revised  your  estimate  upward  to  59,000,000 
gallons.  Why  did  it  go  up? 

Mr.  Whitman.  It  went  up  after  informal  discussion  with  the 
people  who  were  contacting  F.  E.  A.  as  to  what  the  best  guess  would 
be  at  this  time  on  how  much  would  be  required. 

Air.  SouRwiNE.  Your  estimate  on  production  had  gone  up  at  the 
same  time.  There  was  no  effort  to  revise  lend-lease  up  or  down  as 
production  estimates  went  up  or  down,  to  keep  it  at  approximately 

8 percent?  . . 

Mr.  Whitman.  No,  sir.  As  a matter  of  fact,  8 percent  is  ]ust  a 
figure  which  comes  out  of  the  mill  when  you  have  put  them  aU  together. 

Air.  SouRwiNE.  In  Alarch  you  revised  your  lend-lease  figure  down- 
ward again  to  approximately  56,000,000  gallons.  Was  that  a result 
of  some  more  discussions  with  the  contact  people  and  F.  E.  A.? 

Mr.  Whitman.  Yes. 

Air.  SouRwiNE.  Your  estimate  of  requirements  announced  on  April 
15  was  down  again,  to  49,000,000,  a drop  of  about  6,000,000  gallons. 
Why  was  that  revision  made? 

Air.  Whitman.  For  the  same  reason. 

Air.  SouRWiNE.  You  still  have  no  protocol  to  govern  shipments 
which  will  be  made  during  the  last  half  of  the  year? 

Air.  Whitman.  That  is  correct.  As  far  as  I am  aware,  the  protocol 
has  not  Keen  consummated. 

Mr.  Nelson.  But  the  protocol  request  is  in  and  we  are  surveying 
it  now. 

Mr.  SouRWiNE.  Can  you  say  that  lend-lease  requirements  w'lU  not 
be  further  reduced  this  year? 

Air.  Whitman.  No,  sir. 

Air.  SouRWiNE.  For  all  you  know,  they  may  be? 

Air.  Whitman.  And  they  may  be  increased. 

Mr.  SouRWiNE.  And  it  is  your  understanding  that  we  are  not 
committed  to  furnish  the  Soviet  Union  with  8 percent  or  any  other 
percentage? 

Mr.  Nelson.  I know  of  no  such  commitment. 

Mr.  SouRwiNE.  We  are  now  committed  to  furnish  a specific 
amount  in  gallons  or  tons? 

Mr.  Nelson.  That  is  right,  sh.  It  is  usually  figured  in  tons. 

Air.  SouRwiNE.  I have  here  a statement  furnished  by  Air.  Oscar 
Cox,  general  counsel  of  F.  E.  A.,  and  a table  of  lend-lease  contracts 
and  shipments,  furnished  by  the  Contract  and  Purchase  Branch, 
Procurement  Division,  and  a number  of  httle  charts  all  on  one  sheet, 
furnished  by  Mr.  Cox  of  the  F.  E.  A.‘ 

I am  going  to  ask  that  these  be  inserted  in  the  record  at  this  point, 
and  then  J would  like  to  discuss  them  a little. 

* For  comparison  on  lend-lea»  figures,  see  letter  from  Mr.  Leo  Crowley  in  appendix,  at  p.  856. 
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The  Chairman.  We  can’t  put  these  graphs  in  the  record  very  well, 
not  even  in  the  printed  record.  They  may  be  mserted  as  far  as 

possible;  it  will  be  up  to  the  Printing  Office.  . Tr  * 

Mr.  SouRWiNE.  There  is  an  almost  inexhaustible  supply  at  . Jt.  A. 
There  are  a few  copies  of  these  charts  still  available  for  the  press  if 

they  want  them, 

(The  documents  are  as  follows:) 


Industrial  Alcohol  for  Lend-Lease 


I Balance  of  10,919,466  gallons  contracted  for,  shipped  prior  to  first  quarter. 


Mr.  SouRWiNE.  I want  to  direct  attention  to  this  little  box  which 
is  headed  “Estimated  1944  requirements. It  is  the  usual  pie 
of  chart.  That  is,  it  is  a circle  with  radii  from  the  center  to  the 
circumference,  attempting  to  block  off  the  amounts  that  will  be  used 
for  each  of  the  classifications  which  come  under  requirements. 

Mr.  Nelson.  In  view  of  the  request  of  the  military  for  us  not  to 
give  the  requirements,  this  chart  does  give  them.  It  does  give  the 
direct  military  requirements  on  this  chart. 


Foreign  Economic  Adminislrofion 
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[Furnished  by  J.  W.  Flatley,  Contract  and  Purchase  Branch,  Procurement  Division] 
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3. 294.000 
3, 000,000 

2. 800. 000 

2, 750, 983 
2, 446, 728 

9, 094, 000 

5, 197,711 

643, 017 
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3,896,289 


(Statement  furnished  by  Mr.  Oscar  Cox,  general  counsel.  Foreign  Economic 

Administration) 


First  quarter  exports.— In  the  first  3 months  of  this  y^r  we  exported  under 
lend-lease  a total  of  39,782  short  tons  of  ethyl  alcohol.  This  was  equivalent  to 

8 percent  of  our  total  supply  of  alcohol  in  that  period.  ^ + tt 

Of  the  total  shipments,  29,760  short  tons  were  sent  directly  to  the  Soviet  Union. 
The  remainder  was  shipped  to  the  United  Kingdom  the  result  of  a transfer 
a<rreement  whereby  the  United  States  agreed  to  replenish  the  amount  which  the 
United  Kingdom  transferred  to  the  Soviet  Union.  The  qimntity  thus  transferred 
is  credited  to  our  commitment  provided  for  in  the  Third  Russian  Protocol. 

Reauirements  for  year  1944- — Foreign  Economic  Administration  requirements  for 
alcohoTfortt  calendar  year  1944  are  estimated  at  55,900  000  gallons.  This  is 

equivalent  to  about  8 percent  of  our  total  J,® 

proximately  50,000,000  gallons  will  be  furnished  to  the  United  Soviet  Socialist 
Republics  to  be  used  in  the  manufacture  of  explosives  and  other  munitions  of 
war.  The  remainder,  somewhat  more  than  5,000,000  gallons,  has  been  included 

in  the  estimate  of  requirements  as  a contingency  r««erve.  ^ . 

No  alcohol  will  be  supplied  to  the  United  Kingdom  to  the  pr^ent 

program.  The  United  States  has  agreed  to  supply  sufficient  Cuban  and  West 
Indian  molasses  to  the  British  for  their  production  of  alcohol  for  subsequent 
conversion  to  acetone.  Under  the  program,  the  British  are  to  receive  103,850 
tons  of  molasses  from  the  800,000  tons  which  the  United  States 
Cuba  and  the  West  Indies.  Most  of  the  acetone  produced  m the  United  Kingdom 
is  used  in  the  manufacture  of  explosives.  A smaller  part  of  it  is  made  into  rayon, 
produced  primarily  for  parachutes  and  tire  cord. 

Report  of  ethyl  alcohol  contracted  or  exported  during  first  quarter,  1944,  for  lend-lease 
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Mr.  SouRWiNE.  However,  the  chart  is  a little  older  than  the  April 
15  date  on  which  you  were  giving  them,  so  it  doesn’t  violate  the  new 
rule  for  holding  them  in  confidence. 

These  charts  were  furnished  by  F.  E.  A.  without  any  restrictions 
whatever,  and  they  are  for  public  distribution. 

Mr.  Nelson.  I merely  wanted  to  fulfill  our  obligation. 

Mr.  SouRWiNE.  Wliom  did  that  request  come  from? 

]Mr.  Whitman.  From  Colonel  Sterlmg,  of  the  Army,  who  is  in 
charge  of  the  Army  group  in  Service  of  Supplies,  that  is  closely  in 
contact  with  us  and  actually  works  in  the  same  building  that  we 
occupy. 

Mr.  Sour  WINE.  Since  I am  not  tr  Iking  about  the  future  but  about 
the  past,  and  this  is  a matter  of  public  knowledge 

Mr.  Nelson.  It  is  the  future,  of  course;  it  is  an  est,hiate  of  1944 
requirements. 

Mr.  Sour  WINE.  This  chart  shows  lend-lease,  8 percent;  and  direct 
military,  8 percent.  The  Foreign  Economic  Administration  tells  us 
that  the  data  for  the  chart  are  based  on  estimates  by  the  War  Produc- 
tion Board. 

Mr.  Nelson.  At  what  date  were  these  estimates  made? 

Mr.  SouRWiNE.  I don’t  know  and  I was  hoping  we  could  find  out 
about  that. 

Mr.  Whitman.  I have  never  seen  this  chart  and  it  has  not  been 
discussed  vuth  me. 

Mr.  SouRWiNE.  Eight  percent  equals  8 percent.  On  the  basis  of 
this  chart,  lend-lease  and  direct  military  uses  are  identical. 

On  this  table  previously  introduced  for  the  record,  shovniig  the 
W.  P.  B.  estimates  as  of  a number  of  different  dates,  I do  not  as  of  any 
date  find  the  estimates  for  lend-lease  and  for  direct  mil  ary  use 
identical. 

In  October  1943  the  estimate  for  direct  military  use  was  48  million, 
and  for  lend-lease  64  million. 

Air.  Nelson.  We  have  no  responsibility  for  the  chart.  We  can’t 
explain  a thing  about  the  chart. 

Mr.  SouRWiNE.  Please,  sir,  I am  not  holding  you  responsible  for  the 
chart  at  all.  I am  merely  trying  to  establish,  as  far  as  the  W.  P.  B. 
is  concerned,  as  its  estimates  show,  that  re(|uirements  for  lend-lease 
and  direct  military  uses  have  never  been  ulentical,  and,  if  you  will 
concede  that  point  now,  we  don’t  need  to  go  further  in  the  discussion. 

Mr.  Nelson.  Very  well. 

From  your  standpoint  the  chart  is  in  error  on  that  point  at  least. 
Is  that  correct? 

Mr.  Whit.man.  We  have  made  probably  18  or  20  different  estimates 
of  supplies  and  requirements.  Without  ki.owing  on  which  one  of 
them  this  was  keyed,  I wouldn’t  even  want  to  say  that  there  wasn’t 
some  one  of  the  18  on  which  direct  military  and  lend-lease  estimates 
were  the  same.  I have  no  comment. 

Senator  Ferguson.  Why  would  this  be  distributed  for  public 
consumption  if  it  doesn’t  key  into  the  general  situation? 

Mr.  Nelson.  1 haven’t  the  slightest  idea.  We  didn’t  make  the 
chart.  It  is  no  child  of  ours. 

Senator  Ferguson.  But  they  are  a claimant  agency. 

Air.  Nelson.  They  are  a claimant  agency  for  lend-lease. 

Senator  Ferguson.  Have  you  ever  seen  this  chart,  Mr.  Whitman? 
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Mr.  Whitman.  Not  until  just  now. 

Senator  Ferguson.  Do  you  know  that  this  chart,  if  taken  with  the 
figures,  will  show  a great  inaccuracy  and  would  show  discrepancies 
upward  of  20,000,000  gallons? 

Air.  Whitman.  I have  not  studied  the  chart  and  I prefer  not  to 
comment  on  it. 

Air.  Nelson.  There  is  no  date  on  it. 

Senator  Ferguson.  It  is  for  industrial  alcohol  and  carries  the  note 
that  1944  data  are  estimates  by  W.  P.  B. 

Air.  Whitman.  We  started  to  estimate  in  February  1943  on  what 
the  1944  needs  would  be. 

Air.  SouRwiNE.  Shall  we  assume  that  as  of  some  particular  date 
this  chart  may  have  comported  to  the  W.  P.  B.  estimate? 

Air.  Nelson,  it  may  have. 

Air.  SouRWiNE.  Let’s  work  on  that  assumption.  If  that  were 
true,  since  that  time  the  picture  has  chaged. 

This  chart  shows  requirements  for  the  rubber  program  at  52  percent. 
As  of  April  15  your  estimate  of  rubber  requirements  amounted  to  58 
percent  of  the  total  requirements,  which  was  up  about  6 percent. 

This  chart  shows  direct  military  needs  as  8 percent.  Your  April  15 
estimate  showed  direct  military  needs  as  3.9  percent.  In  other  words, 
almost  all  of  the  increased  requirements  for  synthetic  rubber  were 
squeezed  out  of  the  requirements  for  direct  military  use. 

'J'he  requirements  on  this  chart  for 

Air.  N ELSON.  Will  you  repeat  that,  please? 

Air.  Whitman.  That  is  entirely  erroneous. 

Air.  SouRWiNE.  Requirements  for  rubber  went  up  from  52  percent 
of  the  total  to  58  percent  of  tlie  total,  up  6 percent.  Requirements 
for  direct  military  went  from  8 percent  to  3.9  percent. 

Air.  Whitman.  And  I believe  you  said  that  the  rubber  requirements 
were  squeezed  out  of  the  direct  military,  and  there  is  no  justification 
for  such  a statement. 

Air.  SouRwiNE.  There  was  reported  increase  in  rubber  requirements 
of  about  6 percent.  Direct  military  requirements  were  reduced  more 
than  4 percent.  Lend-lease  was  reduced  two-tenths  of  1 percent,  and 
antifreeze  was  not  reduced  at  aU.  Indirect  military  and  civilian  re- 
quirements were  reduced  1.7  percent,  and,  in  addition  to  the  direct 
relationship  between  those  figures,  the  cut  in  direct  military  which  was 
4 percent,  reduced  that  item  by  more  than  half,  whereas  the  cut  in 
indirect  military  and  civilian  requirements  was  less  than  4 percent  of 
that  item.  I made  the  statement  on  that  basis  that  the  rubber 
requirements  were  squeezed  out  of  the  direct  mditaiy. 

Mr.  Nelson.  We  object  to  the  term  “squeezed.”  It  is  not  done 
that  way.  It  gives  an  improper  import  when  you  say  “squeezed  out.” 

Air.  SouRWiNE.  What  would  you  call  it? 

The  Chairman.  Say  “wrung  out,”  using  a wringer  on  it. 

Air.  Nelson.  That  would  be  very  improper,  sir,  and  I think  it  gives 
the  wrong  implication.  If  you  question  our  veracity  I am  sorry,  but 
we  are  trying  to  tell  you  how  they  are  arrived  at. 

The  Chairman.  I have  not  heard  anybody  question  your  veracity, 
Air.  Nelson. 

Air.  Nelson.  When  you  say  “squeezed  out”  and  “wrung  out.”  I 
never  saw  this  chart  before.  I don’t  know  what  it  is,  and  you  are 
making  deductions  from  something  that  I have  no  connection  with. 
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The  Chairman.  I take  it  that  nothing  comes  out  of  the  War 
Production  Board  without  your  authority. 

Mr.  Nelson.  That  is  not  from  the  War  Production  Board. 

The  Chairman.  It  says  so  on  the  face  of  it. 

Mr.  SouRWiNE.  I thought  the  chart  was  a graphic  presentation  that 
would  make  it  clearer. 

The  Chairman.  On  the  face  of  the  chart  it  says  “1944  data  are 
estimates  by  VV.  P.  B.” 

Mr.  Nelson.  It  has  no  date  and  we  have  never  seen  it  before. 

Mr  SouRwiNE.  It  comes  out  of  the  Foreign  Economic  Administra- 
tion. The  W.  P.  B.  has  a perfect  right  to  challenge  the  accuracy  of  an 
F.  E.  A.  publication. 

Mr.  V\  HITMAN.  We  are  not  challenging  the  accuracy. 

^Ir.  SouRwiNE.  Let’s  leave  the  F.  E.  A.  chart  and  go  to  your  figures. 
On  December  1,  1943,  your  estimate  for  direct  military  needs  was 
60,000,000  gallons.  Four  months  later  your  estimate  was  24.6  million 
gallons  There  was  there  a reduction  of  some  35,000,000  gallons. 

Your  lend-lease  estimates  for  the  two  dates  were  respectively 
46.6  million  gallons  and  48.9  million  gallons,  up  about  2.3  mulion 

gallons. 

Your  estimates  for  synthetic  rubber  requnements  were  up  very 
sharply  from  311,000,000  to  365,000,000  gallons. 

Your  estimates  for  indirect  military  and  dvilian  uses  were  down 
only  5,000,000,  from  165,000,000  to  160,000,000  gallons. 

So  without  using  the  word  “squeeze”  or  the  word  “wring,  it  ^ght 
be  restated  that  most  of  the  increase  in  requirements  for  the  rubber 
program  were  represented  by  decreases  in  estimated  requirements  for 

direct  militarv  use. 

Mr.  W'hitman.  No,  sir.  They  were  not  rc^presented  by  decreases. 
Mr.  SouRWiNE.  They  were  concurrent  with  such  decreases,  then. 
Mr.  Whitman.  Yoi^may  say  they  counterbalanced  to  a certain 
extent  decreases  that  occurred  each  year,  but  they  are  determined 

independentlv  of  each  other.  , . , j 

Mr.  Nelson.  They  are  definitely  determined  independently. 

Mr.  SouRWiNE.  There  was  definitely  no  attempt  to  maintain  fhe 
allocations  for  indirect  military  and  civilian  use  as  nearly  as  possible 

at  that  165,000,000-gallon  figure?  • -o  i, 

Mr.  Whitman.  I don’t  know  what  you  mean  there,  sir.  Berhaps 

I might . , -t 

Mr.  SouRWiNE.  There  is  no  point  in  answering  the  question  it  you 

don’t  understand  the  question.  Let  me 

Mr.  Whitman.  May  I say  what  I have  in  mind,  sir? 

Mr.  Sour  wine.  Surely.  . , , i . • i-  *- 

Mr.  Whitman.  We  are  engaged  in  allocating  alcohol  to  indirect 

militarv  and  civilian  uses.  \\e  have  in  mind  at  the  present  Lme 
that  the  essential  uses  can  be  met  within  a consumption  ot  about 
160,000,000  gallons  per  year.  At  one  time  we  thought  it  would  be 

165!oOO,000.  . , 1 4. 

We  are  following  the  data  on  consumption  very  closely  to  see 

whether  our  estimate  is  correct,  whether  we  will  have  to  give  a little 
more  or  whether  we  can  shade  it  and  give  a little  less, 
we  have  changed  our  estimate  from  165,000,000  to  160,000,000  be- 
cause observation  on  usage  and  the  way  we  are  operating  made  us  teet 
we  could  curtail  it  to  160,000,000  gallons  and  meet  the  essential  usage. 
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Mr.  Sourwine.  How  much  was  used  during  1943  in  that  category, 
in  indirect  military  and  civilian  use?  The  figure  I have  is  147.9 
million  gallons. 

Mr.  Whitman.  148,000,000  gallons. 

Senator  Ferguson.  As  I understand,  that  does  not  include  the  rub- 
ber program. 

Mr.  Whitman.  It  does  not.  We  have  kept  the  rubber  program 
. separate  because  it  is  such  a large  single  item  and  it  is  of  use  to  us 

to  see  how  the  demand  is  varying.  _ 

Senator  Ferguson.  Wliat  do  you  classify  under  “indirect”?  You 
have  military,  lend-lease,  antifreeze,  and  synthetic  rubber  all  speci- 
* fied.  What  do  you  put  under  “indirect  military  and  civilian  needs”? 

Mr.  Whitman.  A vast  mass  of  uses  of  alcohol. 

Senator  Ferguson.  But  how  direct  are  they  to  the  military? 

Mr.  Whitm.\n.  Some  of  them  are  very  direct. 

Senator  Ferguson.  Name  one  of  them. 

Mr.  Whitman.  Lead  tetraethyl. 

Senator  Ferguson.  What  is  Tt  used  for? 

Mr.  Whitman.  To  make  100-octane  aviation  gasoline. 

Senator  Ferguson.  Is  our  entire  aid  to  aviation  gas  in  this  27 
percent,  or  146,000,000? 

Mr.  Whitm.'VN.  Yes;  that  was  one  of  the  elements.  As  I remem- 
ber 

Senator  Ferguson.  How  much  alcohol  is  used  in  our  aviation 
gasoline  program? 

Mr.  Whitman.  I wall  first  have  to  give  you  the  lead  tetraethyl 
total.  The  figure  is  roughly  about  20,000,000  gallons  of  alcohol  a 
year,  perhaps  a little  higher,  that  goes  into  the  manufacture  of  tetra- 
ethyl lead. 

Mr.  Nelson.  I have  all  the  figures  here.  I would  hke  to  give 
them  and  give  you  the  uses. 

Senator  Ferguson.  I think  the  pubhc  would  like  to  have  the  uses. 

Air.  Nelson.  We  have  them  here  as  percentages. 

Mr.  Sourwine.  Percentages  based  on  actual  use  or  based  on  a 
. tentative  allocation? 

Mr.  Nelson.  This  is  based  on  a tentative  allocation  for  indirect 
military  and  essential  civilian  usage.  TVlien  I read  these  to  you  you 
will  see  they  vary  all  over  the  map. 

» Mr.  Sourwine.  That  is  the  table  that  was  inserted  in  the  record 

during  the  Gillette  investigation? 

Senator  Ferguson.  It  gives  the  names? 

Mr.  Nelson.  It  gives  the  names. 

Protective  coatings;  Ethyl  acetate,  nitrocellulose,  shellac,  butyl 
acetate,  other  ethyl  esters,  nitrocellulose  (dehydration),  butyl  alcohol, 
miscellaneous  solvent  uses,  isopropyl  acetate,  amyl  acetate,  and  metal- 
hc  acetates — 24.4  percent. 

Those  are  the  protective  coatings.  Most  of  those  today  go  into 
protective  coatings  of  military  items. 

Plastics:  Practically  all  of  these  go  into  military  requirements — • 
synthetic  plastics  and  resins,  cellulose  acetate  and  butyrate  plastics, 
vinyl  acetate,  dioctyl  phthalate  plasticizers,  nitrocellulose  (dehydra- 
tion), other  ethyl  esters,  miscellaneous  plasticizers,  propionate  plas- 
tics— 12.8  percent. 
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In  textiles  we  have  acetate  rayon,  military  protective  clothing, 
textile  processing,  dyes  and  intermediates,  hydrosulfites,  miscella- 
neous. That  is  12.6  percent. 

Tetraethyl  lead,  about  which  we  are  talking  here  now:  Ethyl  chlo- 
ride, ethylene  dibromide — 1 1 percent. 

That  goes  directly  into  the  military  program.  Some  has  been  used 
in  civilian,  but  that  has  been  cut  down  greatly. 

Public  health:  Drugs  and  pharmaceuticals,  basic  medicinal  chem- 
icals, military  protective  salves,  ether,  sulfa  drugs,  aspirin,  atabrine, 
other  pharmaceuticals,  rubbing  alcohol  (prescription  onlyh  and  bio- 
logicals.  That  total  is  7.5  percent. 

Food:  Vinegar,  flavoring  extracts,  mold  prcsservative,  foods  prod- 
ucts, miscellaneous,  and  candy  glazes— 4.6  percent. 

Explosives:  Ether,  explosives,  fidminate  of  mercury 

Senator  Ferguson.  In  explosives? 

Mr.  Nelson.  These  are  nonmilitary.  That  total  is  3.6  percent. 
It  includes  pentaerithritol  dibutyl  phthalate  and  miscellaneous. 

Small  orders  certified  by  consumers  as  coming  within  quotas  author- 
ized by  War  Production  Board,  4.5  percent. 

Small  orders  exempt  from  use  limitation,  2 percent — a lot  of  small 
orders  that  we  don’t  attempt  to  control. 

Toiletries,  cosmetics,  oral  antiseptics,  mouth  washes,  tooth  cleaners, 
cleaning  and  polishing  preparations,  2 percent. 

Senator  Ferguson.  That  is  2 percent  of  the — j— 

Mr.  Nelson.  Two  percent  of  the  civilian  and  indirect  military. 

Now,  all  other  uses,  including  butadiene  pilot  plant,  denaturants, 
adhesives,  ore  flotation,  inks,  brake  fluids,  cutting  oils,  photographic 
materials,  and  so  forth,  14.2  percent. 

That  is  vour  break-down. 

In  those'  you  will  find  there  may  be  some  question  about  the  2 per- 
cent used  for  toiletries,  mouth  washes,  cosmetics,  and  so  forth.  Of 
those  I would  say  the  vast  majority  are  for  direct  military  use  of  some 
kind  or  another. 

The  Chairman.  Direct  military  use? 

Mr.  Nelson.  Yes.  I think  our  original  classification  was  very 
unfortimate  when  we  did  not  put  it  in  direct  military;  it  was  because 

the  figures  came  in  that  way.  . i , , -I-.L 

The  figures  for  direct  military  came  m dirietly  from  the  military. 

All  of  these  items  are  used  by  the  military.  Certainly  a great  many 
of  the  public-health  items  are  going  direct  to  the  military.  Of  course, 
many  textiles  are  going  to  the  military.  Practically  all  of  the  plastics 
and  protective  coatings  and  certainly  a large  part  of  the  tetraethyl 

lead  are  going  to  the  military.  , • • . , ^ ..i  • • j-  * 

I am  glad  to  have  this  opportumty  to  explain  just  what  tins  mdirect 

military  is  going  to.  , , r .a 9 

The  Chairman.  We  are  gettmg  a copy  of  it  for  the  record.^ 

Mr.  Nelson.  Yes,  sir. 

Mr.  SouRWiNE.  Have  you  revised  that  recently? 

Mr.  Nelson.  It  is  constantly  being  revised. 

Mr.  Sourwine.  On  the  basis  of  actual  uses? 

Mr.  Nelson.  On  the  basis  of  actual  uses. 

Mr.  Sourwine.  It  is  not  by  any  means  a controlling  chart?  You 
don’t  take  the  total  estimated  requirements  and  supply  and  say  a 
certain  percentage  must  go  to  this  use? 
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Mr.  Nelson.  We  cannot.  i • • j-  x 

Mr.  Sourwine.  When  the  requirements  go  up  or  down,  it  mdicates 

some  way  and  somewhere  one  of  those  percentages  is  thrown  out  of 
hilter? 

Mr.  Whitman,  Might  I object  to  the  implication  that  some  one  of 
these  is  thrown  out  of  kilter  if  some  other  change  occurs,  because  one 
reason  we  have  for  having  a stock  of  alcohol  is  so  that  essential  needs 
will  not  be  thrown  out  of  kilter  by  a change  of  something  else. 

Mr.  Sourwine.  We  are  quibbling,  Mr.  ^Vhitman,  and  I didn  t 
intend  to.  Let  me  rephrase  that,  sir,  so  we  will  be  in  entire  agreement 

on  it.  . - 1 • xu  j 

Since  these  are  figures  based  on  approximations,  and  since  they  do 

not  control  actual  use,  it  must  stand  to  reason  if  the  total  of  the  esti- 
mated requirements  goes  up  or  down  it  reflects  an  actual  change  in  the 
percentage  requirements  in  one  or  more  of  these  factors. 

Mr.  Nelson.  No,  because  we  have  the  stock-pile  elasticity. 

Air.  Sourwine.  I am  talking  about  requirements. 

Mr.  Nelson,  It  may  change  the  requirements. 

Air.  Sourwine.  If  the  requirements  for  one  of  those  particular  items 
are  changed,  it  no  longer  equals,  if  it  ever  did,  the  exact  percentage 
figure  you  have  there. 

Mr.  Whitman.  That  is  right;  sir. 

Air.  Nelson.  That  is  right;  sir. 

Air.  Sourwine.  Then  it  is  no  longer  accurate  as  a representation  of 
the  amount  going  to  that  particular  use? 

Mr.  Nelson.  And  it  varies  all  the  time.  It  is  in  a constant  state  of 

The  Chairman.  I would  like  to  go  back.  I dwelt  on  Mr.  Nelson’s 
words  “direct  military,”  as  applied  to  all  of  those  items  that  he  read 
into  the  record.  I suppose  you  can  again  check  me  on  this  chart  here 
by  saying  you  disown  the  offspring  but  the  indirect  military  is  27  per- 
cent and  the  direct  military  is  8 percent  and  the  items  you  read  were 

not  in  the  8 percent.  , 

Air.  Nelson.  That  is  right,  but  I say  those  go  directly  to  the  mili- 
tary and  to  no  other  place. 

The  Chairman.  They  don’t  come  under  indirect  military  27 
percent? 

Mr.  Nelson.  Yes,  sir.  I read  you  the  break-down  as  of  this  date. 
The  Chairman.  I may  have  misunderstood  you.  You  said  “direct 
military”  and  I repeated  the  word  “direct.”  and  you  said  “Yes.” 

Mr.  Nelson.  That  is  right,  and  I stated  that  the  use  of  the  word 
“direct”  is  not  an  accurate  use  of  the  word.  It  is  a designation  of  the 
place  from  which  we  get  the  claim  for  alcohol.  These  are  as  much 
direct  military  requirements  as  the  other. 

Senator  Ferguson,  So  that  this  record  may  be  correct  and  explain 
the  whole  matter,  the  Army  makes  no  claim  for  alcohol  beverages  for 

the  Army? 

Mr.  Nelson.  That  is  correct;  yes. 

Senator  Ferguson.  So,  any  alcoholic  beverage  used  by  the 
Armv^ — — 

The  Chairman.  Is  that  answer  correct,  Mr.  Nelson? 

Mr.  N ELSON.  As  far  as  I know. 

Mr.  Whitman.  There  is  a slight  amount  for  medical  use. 
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Senator  Ferguson.  How  much  alcohol  is  under  direct  military 
required  for  medical  purposes  as  classified  by  the  Army? 

What  is  that  requirement  from  the  Army? 

Mr.  Whitman.  I don’t  know  the  Army  requirement.  I am  not 
sine  there  is  an  Army  requirement.  There  has  been  a Navy  statement 
which  is  so  negligible  that  you  can  hardly  see  it. 

Senator  Ferguson.  There  is  one  from  the  Navy? 

Mr.  Whitman.  Veiy  slight  medical  requirement,  yes. 

Senator  Ferguson.  Do  you  give  the  full  requhement,  or  do  you 
quote  it  under  these  figures? 

Mr.  Whitman.  We  don’t  include  it  in  our  estimates  because  this 
deals  with  industrial  alcohol. 

Senator  Ferguson.  But  you  have  health  and  cosmetics  and 
various  drugs. 

Mr.  Whitman.  For  which  industrial  alcohol  is  used  as  one  of  the 
ingredients. 

Senator  Ferguson.  But  you  don’t  allow  the  ethyl  to  go  into  that? 

Mr.  Whitman.  They  buy  it  out  of  stock. 

Senator  Ferguson.  But  no  beverage  alcohol  for  the  Ai-my,  Navy, 
or  other  services  is  in  this  8 percent? 

Mr.  Whitman.  That  is  correct. 

Mr.  SouRWiNE.  Mr.  Chairman,  there  has  been  some  discussion 
concerning  these  percentage  figures.  I think  there  is  a reasonable 
doubt  concerning  the  value  of  those  percentage  figures  to  the  com- 
mittee’s investigation,  and  I should  like  to  ask  Mr.  Nelson,  since  he 
says  these  figures  are  constantly  revised  on  the  basis  of  actual  use,  if 
he  can  furnish  the  committee  specific  gallon  figures  for  each  of  those 
uses  for  1943. 

Mr.  Nelson.  Approximately,  sir. 

Mr.  Sourwine.  Can  you  give  them  accurately  for  each  figure 
within  5 percent? 

Mr.  Whitman.  No,  sir. 

Mr.  Nelson.  No,  sir. 

Mr.  Sourwine.  Within  10  percent? 

Mr.  Whitman.  Possibly,  yes. 

Mr.  Sourwine.  Can  you  do  it  definitely  within  20  percent? 

Mr.  Whitman.  I can’t  do  it  positively  within  any  percent. 

Mr.  Sourwine.  You  can’t  do  it  positively  within  50  percent? 

Mr.  Whitman.  I wouldn’t  want  to  guarantee  it. 

Mr.  Sourwine.  Can  you  give  us  the  chart  and  indicate  on  it  those 
figures  which  in  your  judgment  are  in  error  in  excess  of  10  percent? 

Mr.  Nelson.  We  will  do  that. 

Senator  Ferguson.  If  it  doesn’t  come  within  50  percent,  I know 
of  no  value  to  the  committee. 

\Ir.  Whitman.  Our  actual  allocation  started  in  the  fourth  quarter 
of  1943,  so  that  we  cannot,  as  technically  honest  and  reliable  people, 
swear  as  to  the  percentage  eiTor  that  might  exist  in  our  estimates  on 
some  of  these  items  for  the  whole  year  1943. 

I am  perhaps  going  back  to  my  technical  background  and  trying  to 
tell  the  absolute  truth. 

Mr.  Sourwine.  Would  it  be  easier  to  give  it  to  us  for  the  12  months 

period  beginning  April  1,  1943?  , ■ • j 

Mr.  Nelson.  We  will  find  a period  where  we  can  do  it,  a penod 
that  will  be  indicative  to  the  committee  of  what  you  want. 
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Mr.  Sourwine.  In  a gallonage  figure? 

Mr.  Nelson.  Yes.*  , , , x i. 

Mr  Sourwine.  Now,  if  I may  go  back  to  lend-lease,  the  statement 

furnished  by  F.  E.  A.  quotes  exports  during  the  first  quarter  of  this 

year  in  figures  of  short  tons.  I don’t  know  why.  , , • .i 

Do  you  know,  Dr.  Whitman,  what  a short  ton  of  alcohol  is  the 

equivalent  of  in  terms  of  gallons?  , i x 

Mr.  Whitman.  I think,  figured  at  6.8  pounds  to  the  gallon,  a short 

* ton  should  be  roughtly  294  or  295  gallons— 295  gallons,  let  us  say. 

Mr.  Sourwine.  Or,  very  roughtly,  300  gallons  in  a short  ton. 

i Mr.  Whitman.  Yes.  , . x j j 

'•  Mr.  Sourwine.  The  figure  which  they  give  as  exported  und.er 

lend-lease  is  a total  of  39,782  short  tons.  no 

From  jmur  slide  rule.  Doctor,  that  would  be  how  many  gallons. 

Mr.  Whitman.  It  looks  like  11,500,000. 

Mr.  Sourwine.  About  11,500,000  gallons? 

Mr.  Whitman.  Yes.  , , , i i j • 

Mr.  Sourwine.  This  other  report,  and  these  have  been  placed  m 

the  record,  Mr.  Chairman,  from  the  Procurement  Division  of  the 
Treasury,  shows  the  gallonage  contracted  for  lend-lease,  the  amount 
shipped  and  the  balance  due  under  the  contract,  and  it  shows  contracts 
for  the  first  quarter  of  this  year  as  9,094,000  gallons.  It  shows  the 
amount  shipped  as  5,197,711  gallons. 

The  Chairman.  In  what  period?  . , oxx  tx  l 

Mr.  Sourwine.  During  the  first  quarter  of  1944.  it  shows 
the  balance  due  under  that  contract  as  3,896,289  gallons.  It  shows 
an  additional  amount  shipped  under  a prior  contract,  the  remamder 
of  which  was  shipped  prior  to  this  calendar  year;  an  amount  shipped 
out  of  that  contract  and  during  this  calendar  year  of  3,323,000  gallons. 

Even  adding  that  figure  to  the  amount  shipped  under  this  year  s 
contracts,  you  have  a figure  of  only  slightly  more  than  9,000,000 
gallons.  Would  you  say.  Dr.  Whitman,  that  your  slide  rule  is  MTong 
or  that  the  F.  E.  A.  figures  fail  to  jibe  with  the  figures  from  the 

Procurement  Division? 

. Mr.  Whitman.  The  latter. 

Mr.  Sourwine.  Thank  you,  sir. 

The  Chairman.  You  still  stand  by  the  slide  rule.  -p  a 

Mr.  Sourwine.  Now,  this  F.  E.  A.  statement  says  that  t.  E.  A. 
> requirements  for  alcohol  for  the  calendar  year  1944  are  estimated 

at  55,900,000  gallons.  That  statement  was  furmshed  to  me  mthin 
the  week  by  Mr.  Oscar  Cox.  The  W.  P.  B.  estimate  on  lend-lease 
requirements,  which  was  made  public  on  April  15,  1944,  was  48.9 
million  gallons,  or  a good  deal  more  than  5,000,000  gallons-— m fact, 
it  is  slightly  more  than  6,000,000  gallons  under  what  the  h . E.  A. 

states  as  its  requii’ements.  x --v  9 

Have  you  any  knowledge  as  to  why  those  figures  do  not  jibe.'’ 

Mr.  Whitman.  I think  the  protocol  has  not  yet  been  signed. 

Mr.  Sourwine.  Who  should  know  most  about  the  protocol, 
F.  E.  A.  or  the  War  Production  Board? 

Mr.  Whitman.  F.  E.  A.  should  know  more  about  it. 

Mr!  Nelson.  If  they  are  not,  however,  on  exactly  the  same  date 

they  would  not  coincide. 

1 Dr.  Whitman  subsequently  submitted  a chart  which  appears  in  the  appendix  at  p.  836 
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Mr.  SouRWiNE.  In  other  words,  this  estimate  was  probably  made 
prior  to  March  23  at  which  time  your  own  estimate  was  exactly  the 
same,  55.9  million  gallons. 

Mr.  Nelson.  We  have  to  get  the  exact  dates  as  to  these  estimates. 

Mr.  SouRwiNE.  Since  March  23,  facts  have  come  to  your  knowledge 
which  led  you  to  reduce  that  estimate  by  6,000,000? 

Mr.  Nelson.  Undoubtedly. 

Mr.  SouRwiNE.  Can  you  tell  us  what  those  facts  were? 

Mr.  Nelson.  Mainly  consultation  with  our  liaison  with  F.  E.  A., 
which  indicated  that  the  requirement  woidd  not  be  so  high 

Mr.  SouRwiNE.  And  yet  only  a few  days  ago  Mr.  Cox  gives  me 
this  statement  showing  the  March  23  estimate  was  valid  in  his  opmion. 
Of  course,  you  are  not  bound  by  Mr.  Cox’s  oj)inion. 

If  the  estimate  was  based  on  conference  with  the  F.  E.  A.,  have  you 
any  explanation  as  to  why  their  figure  has  not  been  reduced? 

Air.  Nelson.  The  Russians  are  now  on  the  basis  of  shipping  what 
is  more  valuable  to  them  at  the  time,  and  often  we  try  to  project 
what  they  are  going  to  take.  We  have  to  do  that  on  thousands  of 
items  that  the  Russians  are  taking.  It  may  be  that  F.  E.  A.  has 
allowed  a certain  amount  of  steel.  We  try  to  get  the  information 
from  the  Russians  as  to  what  they  are  going  to  ship  in  a 2 months’ 
period,  and  readjust  our  figures  on  what  we  determine  they  are  actually 
going  to  ship. 

Mr.  SouRWiNE.  Leaving  steel  aside  for  the  moment,  is  it  true 
that  these  lend-lease  allocations,  if  that  term  is  not  incorrect,  that  is, 
alcohol  supplied  under  a lend-lease  contract,  are  shipped  to  a lend- 
lease  terminal  and  there  await  the  pleasure  of  the  Russians  in  sending 
a ship? 

Mr.  Nelson.  Sometimes. 

Mr.  SouRWiNE.  And  sometimes  it  waits  quite  a while? 

Mr.  Nelson.  And  we  attempt,  by  working  with  them,  always  to 
know  what  is  at  the  terminal  so  that  we  can  make  adjustments. 

Mr.  SouRWiNE.  It  is  not  an  attempt  to  predetermine  available 
shipping?  It  goes  to  the  terminal  and  waits  until  the  shipping  comes 
for  it? 

Air.  Nelson.  Before  we  attempt  to  project  what  they  are  going  to 
take  out. 

Mr.  SouRwiNE.  We  are  going  to  discuss  the  question  whether  or 
not  any  lend-lea^e  alcohol  had  been  shipped  to  Great  Britain  this  year, 
and  I believe  it  was  stated  none  had  been  shipped. 

Air.  Nelson.  We  said  that  we  did  not  have  the  direct  information 
as  to  where  it  goes,  always.  It  was  our  information  it  was  all  going 
to  Russia.  They  make  a claim  to  us,  and  they  may  switch  the  allo- 
cation between  contracts.  I think  I made  that  very  clear. 

Air.  SouRWiNE.  You  do  have  frequent  discussions  with  F.  E.  A.  on 
this  subject? 

Mr.  Nelson.  Very  definitely. 

Mr.  Sourwine.  And  information  at  their  disposal,  of  course,  is  at 
your  disposal? 

Air.  Nelson.  Oh,  yes. 

Mr.  Sourwine.  'This  statement  from  Air.  Cox  says  that  of  the  total 
shipments  during  the  first  quarter  of  the  year,  which  were  39,782  short 
tons,  29,760  short  tons  were  sent  directly  to  the  Soviet  Union.  The 
remainder  were  shipped  to  the  United  Kingdom  as  a result  of  the 
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transfer  agreement,  whereby  the  United  States  agreed  to  replenish  the 
amount  the  United  Kingdom  transferred  to  the  Soviet  Union.  The 
quantity  thus  transferred  is  credited  to  our  commitment  provided  for 
in  the  third  Russian  protocol.  Were  you  aware  of  that  fact? 

Air.  W’’hitman.  I can’t  say  definitely  whether  I was  or  not. 

I know  at  one  time  or  another,  because  of  shipping  prangements,  it 
has  been  advantageous  for  England  to  make  certain  shipments  to 
Russia  instead  of  ourselves.  That  is  why  I don’t  want  to  say  I 
didn’t  know  anytliing  about  this,  but  I don’t  know  the  nature  of  this 
transfer,  really. 

Mr.  Sourwine.  Did  you  know  such  a transfer  had  been  made,  sir? 

Air.  Whitman.  I don’t  believe  I did. 

Air.  Nelson.  We  might  not  in  the  ordina^  course  of  our  business. 
We  don’t  know  always  where  Lend-Lease  ships  these  things. 

Mr.  Sourwine.  Are  we  going  to  ship  any  molasses  to  Great  Britain 
this  year? 

Mr.  Whitman.  It  is  expected  that  molasses  from  Cuba  will  go  to 
Great  Britain,  and  I believe  the  British  have  certain  stocks  of  molasses 
stored  in  Florida  which  will  be  shipped. 

Senator  Ferguson.  Is  that  Cuban  molasses? 

Mr.  Whitman.  Yes. 

Senator  Ferguson.  And  does  that  come  out  of  our  agreement  or 
quota  with  Cuba? 

Air.  Whitman.  The  first  amount  I spoke  of,  the  direct  shipment 
from  Cuba,  in  part  I think  mtU  come  out  of  out  agreement  with  Cuba. 

Air.  Sourwine.  Is  that  considered  lend-lease? 

Air.  Whitman.  I would  prefer  to  have  F.  E.  A.  answer  that. 

Air.  Sourwine.  Do  you  know  whether  this  molasses  now  in  Florida 
is  lend-lease? 

Air.  Whitman.  I can’t  tell  you.  I believe  it  is  lend-lease. 

Senator  Ferguson.  Do  you  know  how  much  it  is? 

Air.  Whitman.  No,  sir;  l haven’t  the  figures. 

Senator  Ferguson.  How  long  has  it  been  there? 

Air.  Whitman.  We  probably  have  such  figures  somewhere  in  our 
files,  but  I don’t  know  them.  I can’t  answer  your  question,  sir. 

The  Chairman.  Is  that  American  produced  molasses  in  Florida? 

Air.  Whitman.  No,  sir.  I am  quite  sure  that  is  Cuban  molasses. 

The  Chairman.  VTiat  do  the  British  do  with  that  molasses? 

Air.  Whitman.  Alake  industrial  alcohol,  sir. 

Senator  Ferguson.  If  you  will  take  your  chart  there  you  vdll  see 
1944,  new  supply,  next  to  the  last  line  on  the  first  chart,  synthetic, 
molasses,  grain  and  imports.  Have  we  any  new  program  that  could 
add  to  our  production  of  alcohol  under  synthetic?  Is  there  any 
question  about  the  use  of  wood  or  other  than  grain? 

Air.  Whitman.  Air.  Nelson,  I think,  spoke  yesterday  of  considera- 
tion of  a wood  hydrolysis  plant,  which  would  not  produce  in  1944, 
however. 

Mr.  Sourwine.  Would  it  produce  ethyl  alcohol? 

Air.  Whitm.an.  Yes,  sir;  but  not  in  1944. 

Senator  Ferguson.  Have  we  developed  aU  the  synthetic  alcohol 
producing  plants  that  we  are  going  to  develop  outside  of  the  one  Air. 
Nelson  mentioned? 

Air.  Whitman.  Possibly  not,  sir. 
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Incidentally,  for  the  sake  of  accuracy,  we  do  not  speak  of  tliis 
alcohol  which  would  come  wood  hydrolysis  as  being  synthetic. 

When  we  speak  of  synthetic  alcohol  it  is  from  hydrocarbon  gases, 
from  petroleum  generally. 

Senator  Ferguson.  Then,  we  would  have  to  have  a new  chart 
showing  the  alcohol  made  from  wood? 

Mr.  Nelson.  That  is  right.  It  would  come  in  1945.  But  answer- 
ing your  question,  I don’t  believe  I gave  the  complete  answer  to  yoim 
question  about  new  synthetics.  There  are  a number  of  new  synthetic 
projects,  coming  in  now.  One  looks  interesting  if  we  can  do  it.  It 
IS  a question  of  its  conflict  with  other  components  and  manpowers.  >* 

There  are  propositions  for  increase  of  the  synthetic  alcohol  facilities 
before  us. 

Senator  Ferguson.  The  Gillette  committee,  on  grain  alcohol — it 
has  been  their  purpose  to  get  the  production  of  alcohol  from  grain? 

Mr.  Whitman.  From  farm  products. 

Senator  Ferguson.  Has  that  been  developed  as  far  as  you  are  going 
to  develop  it? 

Mr.  Whitman.  Since  last  summer  the  VVar  Food  Administration 
has  been  impressing  upon  us  the  difficult  future  situation  on  grains 
which  has  caused  us  to  not  approve  additional  facilities  which  would 
consume  additional  grain. 

Senator  Ferguson.  But  for  anything  else  on  the  farm?  For 
instance,  Mr.  Nelson  said  he  would  not  allow  sweetpotatoes  to  be 
used. 

Mr.  Nelson.  I didn’t  say  that.  I said  we  did  not  approve  the 
sweetpotato  project. 

Senator  Ferguson.  Are  there  any  methods  of  making  it  other 
than  from  grain? 

Mr.  Nelson.  We  are  experimenting  now  with  dehydrated  potatoes. 

That  is  being  developed  as  rapidly  as  can  be. 

Senator  Ferguson.  The  farm  produce  development  is  going  along, 
and  the  only  hold-up  would  be  the  use  of  grain? 

Mr.  Whitman.  Or  other  products  which  the  War  Food  Adminis- 
tration does  not  want  us  to  use.  The  potato  interest  resides  primarily 
in  the  temporary  excess  of  potatoes  which  W ar  Food  Administration 
is  anxious  to  have  used  for  this  purpose. 

Mr.  Nelson.  There  is  one  project  in  Idaho  Falls.  / 

Mr.  SouRWiNE.  To  wind  up  this  questioning  for  the  monent,  the 
F.  E.  A.  figure  is  that  the  British  are  to  receive  103,000  tons  of 
molasses  from  the  800,000  tons  which  the  United  States  will  receive 
from  Cuba  and  the  West  Indies. 

Do  I understand  that  you  think  all  of  that  will  be  shipped  direct 
from  the  West  Indies  and  Cuba? 

Mr.  Whitman.  Yes;  although  actually  the  best  usage  of  shipping 
may  conceivably  involve  transferring  some  of  that  into  Florida  at  a 
time  when  shipping  is  very  tight  and  subsequently  shipping  to 
England.  I can’t  say  wffiat  the  actual  shipping  movement  will  be 

finally.  . 

Mr.  SouRWiNE.  So,  it  is  hard  to  earmark  that  as  a direct  shipment 

from  Cuba.  It  is  definitely  a part  of  what  we  are  getting  from  Cuba 
that  we  are  turning  over  to  Great  Britain? 

Air.  Whitman.  And  you  must  ask  F.  E.  A.  if  you  want  to  know 
more  about  the  nature  of  the  deal. 
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Mr.  SouRWiNE.  What  prospects  are  there  for  decreases  in  the 
remainder  of  this  year  in  the  amount  of  alcohol  allotted  to  mdirect 

military  and  civilian  requirements? 

Mr.  Nelson.  I don’t  know  of  any  decrease  in  that  category. 

There  may  be  in  connection  with  the  rubber  program. 

Mr.  SouRwiNE.  At  the  moment  I want  to  talk  about  that  category. 
The  Chairman.  That  is  the  category  testified  about  by  Mr. 

Nelson  and  inserted  in  the  record.  , . , , 

Air.  Sourwine.  Yes,  sir;  the  category  on  which  he  gave  us  me 
percentage  break-down  and  will  furnish  us  with  the  gallonage. 

Is  it  a fact  that  the  allotment  of  high-flash  naphtha  to  the  protective 
coating  industry  was  recently  increased? 

Mr.  Nelson.  I don’t  know. 

Air.  Whitman.  I can’t  answer  that. 

Air.  Sourwine.  If  that  had  been  true  it  would  reduce  the  require- 
ment for  alcohol  for  that  industry,  would  it  not? 

Air.  Whitman.  I don’t  know,  sir.  i,-  i a i. 

Mr.  Sourwine.  Can  you  tell  us,  as  a chemist,  whether  high-nasn 
naphtha  is  a substitute  for  alcohol  solvents  for  paints  and  varnish. 
Air.  Whitman.  They  are  rather  different  in  their  nature. 

Mr.  Sourwine.  Can  high-flash  naphtha  be  used  as  a substitute  for 

alcohol  solvents  for  paints  and  varnishes? 

Mr.  Whitman.  When  one  talks  about  the  solvent  business,  there 

are  lots  of  possibilities  of  substitution.  

Air.  Sourwine.  And  this  is  one  of  the  possibilities,  is  it? 

Air.  Whitman.  I don’t  want  to  say. 

Mr.  Sourwine.  You  are  very  much  at  sea  as  to  why  there  shomd 
have  been  any  allocation  of  high-flash  naphtha  to  the  protective 
coating  industry? 

Air.  Whitman.  Not  at  sea.  . 

Air.  Sourwine.  And  you  don’t  know  if  it  is  suitable  as  a substitute 

for  alcohol  solvents? 

Air.  Whitman.  Only  partially  so,  if  at  all. 

Mr.  Sourwine.  Do  you  know  of  any  other  use  in  the  protective 
coating  industry  for  which  it  might  be  suitable? 

Mr.  Whitman.  Of  course. 

Air.  Sourwine.  How  is  it  used,  sir? 

Air.  Whitman.  High-flash  naphtha  is  used  as  a solvent  where  a 

hydrocarbon  solvent  is  desired. 

Air.  Sourwine.  Is  alcohol  also  used  as  a solvent? 

Mr.  Whitman.  Yes.  , , 

Air.  Sourwine.  Would  you  presume  that  if  there  had  been  or  were 
to  be  any  releases  of  high-flash  naphtha  to  the  protective  coating 
industry,  that  there  would  be  the  release  of  any  alcohol  as  a result? 

Mr.  Whitman.  I would  doubt  it.  . , „ 

Mr.  Sourwine.  Has  there  been  any  recent  change  m the  allocations 

of  alcohol  for  shellac?  „ , . , t i.  v 

Air.  Whitman.  The  supplies  of  shellac  having  eased  up,  1 believe 

that  the  allocation  order  on  shellac  has  been  revoked.  That  would 
have  possibly  greatly  increased  the  use  of  alcohol  for  shellac  under  our 
existing  alcohol  order  except  that  we  took  the  precaution  of  niodify^g 
the  alcohol  order  so  that  this  would  not  be  a rat  hole  down  which  a 
lot’ of  extra  alcohol  was  used  for  shellac. 
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Mr.  SouRWiNE.  I am  a CTeat  reader  of  comic  strips.  A comic 
strip  recently  running — I think  it  is  “Dick  Tracy”  or  something 
like  that ^ 

Mr.  Whitman.  “Kerry  Drake,”  sir. 

Mr.  SouRWiNE.  You  are  better  than  I am.  It  involves  the  use  of 
alcohol  released  for  shellac  to  go  into  the  black  market.  Is  that  per- 
fectly possible? 

Mr.  Whitman.  The  idea  of  that  cartoonist  was  ingenious  and  it  was 
developed  just  before  we  put  the  extra  teeth  into  the  alcohol  order 
which  would  prevent  it. 

Mr.  SouRWiNE.  Any  connection,  sir? 

Mr.  Whitman.  It  happened  to  come  about  the  same  time. 

Mr.  SouRWiNE.  Your  reason  for  lifting  the  allocation  on  shellac  was 
then  a relaxation  of  the  entire  situation? 

Mr.  Whitman.  On  shellac. 

Mr.  Sour  WINE.  Yes. 

Dr.  Whitman,  you  furnished  the  Gillette  subcommittee  with  the 
chart  or  tabulation  showing  the  proportionate  distribution.  That  is 
the  chart  which  is  now  going  to  be  furnished  for  the  record  here? 

Mr.  Whitman.  Yes,  sir. 

Mr.  SouRwiNE.  It  is  not  a later  revision  of  it?  It  is  the  same  chart? 

Mr.  Whitman.  I think  Mr.  Nelson  suggested  we  give  you  a later 
revision. 

Mr.  Nelson.  What  I said  to  you  was  that  we  would  get  these 
figures  as  of  January  1.  I read  from  those  figures.  I said  that  we 
would  get  them  up  for  you. 

Mr.  SouRwiNE.  That  was  only  a background  question.  The  next 
question  I want  to  ask  about  is  whether  you  have  anything  like  current 
figures  on  the  use  of  pure  industrial  alcohol  by  industry  groups  for 
civilian  uses. 

Mr.  W^HiTMAN.  Yes,  reasonably  so.  I should  explain  that  the 
allocation  which  is  applicable  to  this  second  quarter  of  1944 — we  have, 
of  course,  the  figures  on  the  amount  allocated — is  not  going  to  check 
with  the  actual  uses 

Mr  SouRWiNE.  I see. 

Mr.  Whitman.  In  other  words,  an  allocation  is  a right  to  use,  and  in 
certain  cases  the  right  may  prove  to  be  somewhat  larger  than  the 
actual  use. 

So  we  have  to  follow  up  subsequent  to  the  second  quarter  with  what 
actual  use  was  made. 

Mr.  SouRWiNE.  Can  you  tell  us  what  quantity  of  alcohol  has  been 
allotted  to  the  cosmetic  chemical  group  for  this  year,  1944? 

Mr.  Whitman.  Only  roughly,  sir. 

Mr.  SouRWiNE.  Can  you  get  that  figure  for  us? 

Mr.  Whitman.  Yes.  For  the  combination  of  toiletries,  cosmetics, 
and  so  forth,  it  would  be  a little  more  than  3,000,000  gallons. 

Mr.  SouRWiNE.  What  quantity  of  alcohol  did  that  cosmetic  chem- 
cal  group  use  in  each  of  the  years  1941,  1942,  and  1943?  Do  you 
know  that? 

Mr.  Whitman.  We  can  get  that  for  you  perhaps.  I haven’t  the 
figure  here. 

Senator  Ferguson.  It  was  less  in  those  years  than  it  is  now? 

Mr.  Whitm.an.  No,  I think  it  was  greater  before  our  order  went  ibto 
effect.  Our  restrictions  are  on  the  basis  of  past  performance,  and  I 
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believe  I am  correct  in  saying  that  that  group  before  war  used  more 
alcohol  than  it  is  using  today. 

Mr.  SouBWiNE.  You  will  furnish  that  figure? 

(Dr.  Whitman  subsequently  furnished  the  following  statement:) 

Past  Usage  of  Ethyl  Alcohol  fob  Toiletries  and  Cosmetics 

Toiletries  and  cosmetics,  including  hair  and  scalp  preparations,  bay  rum,  face 
and  hand  lotions,  body  deodorants,  perfume  tinctur^,  toilet  waters,  t^th- 
cleaning  preparations,  mouth  washes,  shampoos  and  toilet  soaps,  are  tabulated 
by  the  Alcohol  Tax  Unit  in  their  fiscal  yearly  break-down  of  uses  of  specially 
denatured  alcohol.  The  following  table  gives  their  total  for  these  items  over  the 
fiscal  years  indicated.  No  such  statistics  were  tabulated  by  them  for  the  fiscal 
years  1938  and  1939. 

Fiscal  year'  wine  gallons  used  Fiscal  year — Continued  Wine  gallons  used 

1936  ’ 3,  304,  924  1940 4,  449,  255 

1937  3,  779,  359  1941 5,  113,  816 

1938  0)  1942 5,603,411 

1939":.. 0)  1943 3, 425,  641 

• Data  for  fiscal  1938  and  1939  not  available. 

Noth.— Aleohol  Tax  Unit  data  since  Inly  1,  1943,  not  yet  avaUable.  Our  present  estimate  is  that  the 
figure  for  fiscal  1944  will  not  exceed  3,000,000  gallons. 

Mr.  W”hitman.  We  will  give  you  the  best  estimate  we  can. 

Mr.  Ferguson.  Who  did  you  tell  me  yesterday  would  give  us  the 
subsidy  figures  on  alcohol  for  civilian  use? 

Mr.  Whitman.  The  figures  on  prices  being  paid,  I think  Defense 
Supplies  can  give  you.  That  is  a branch  of  the  R.  F.  C. 

The  Chairman.  I think,  gentlemen,  we  will  pause  here  and  resume 
again  at  2 o’clock. 

We  want  to  conclude  this  matter.  We  believe  that  you  gentlemen 
want  to  conclude  it. 

Mr.  Nelson.  Is  it  necessary  that  I be  here  this  afternoon? 

Mr.  Whitman.  I can  attend. 

Mr.  Nelson.  Dr.  WTiitman  can  give  you  the  figures.  I want  to  be 
helpful  to  the  committee,  but  if  it  is  just  a discussion  of  figures.  Dr. 
Whitman  can  give  them  to  you  much  better  than  I. 

Mr.  SouRWiNE.  I believe  that  some  questions  will  arise  that  we 
might  want  to  ask  Mr.  Nelson,  but  I think  perhaps  they  can  be  set 
aside.  If  Mr.  Nelson  will  come  down  for  an  hour  later  in  the  after- 
noon, he  can  do  that. 

Mr.  Nelson.  You  can  call  me  later. 

The  Chairman.  Very  well. 

We  will  resume  at  2 o’clock  at  the  room  of  the  Committee  on  the 
District  of  Columbia  which  is  on  the  same  floor  as  the  Senate  Cham- 
ber. That  is  in  the  Capitol,  right  next  to  the  Senate. 

(Whereupon,  at  12  noon,  an  adjournment  was  taken  until  2 p.  m, 
of  the  same  day.) 

AI'TER  recess 

(The  subcommittee  reconvened  at  2 p.  m.  pursuant  to  the  taking 
of  the  recess.) 

Senator  McCarran.  You  may  proceed. 

Have  the  membei's  of  the  committee  been  called,  do  you  know? 

Mr.  SouRWiNE.  I haven’t  called  them.  Senator. 

Senator  McCarran.  All  right.  We  will  have  to  proceed. 
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FURTHER  STATEMENT  OF  WALTER  G.  WHITMAN 

Mr.  SouRwiNE.  Dr.  ^Vhitman,  I have  one  or  two  questions  here 
concerning  the  use  of  alcohol  during  the  fitst  quarter  of  this  year. 

What  was  y^our  January  estimate;  that  is,  the  estimate  you  made 
in  January  of  the  amount  of  alcohol  which  would  be  used  during  the 
first  quarter  of  this  year? 

Dr.  Whitman.  I will  get  that  for  you  in  just  a minute.  [Examines 
papers.] 

j^lr.  SouRwiNE.  Surely. 

Dr.  Whitman.  One  hundred  and  fifty  million  gallons. 

Mr.  SouRwiNE.  How  much  was  actually  used  during  the  first 
quarter  of  the  year,  do  you  know.  Doctor? 

Dr.  Whitman.  1 will  have  that  in  a minute  [examines  papers];  145. 

Mr.  SouRMUNE.  One  hundred  and  forty-five  million  gallons. 

If  the  actual  use  during  the  rest  of  the  year  is  proportionately  as 
much  below  the  estimate  as  the  first  quarter  was,  what  would  that 
make  the  total  use  for  the  year? 

Dr.  W'hitman.  About  20,000,000  gallons  less  than  shown  or, 
rather,  15,000,000  gallons  less  than  shown. 

Mr.  SouRwiNE.  Fifteen  million  for  the  whole  year? 

Dr.  Whitman.  Yes. 

Mr.  SouRWiNE.  That  would  be  for  the  remainder  of  the  year, 
wouldn’t  it? 

Dr.  Whitman.  Y’es,  for  the  remainder  of  the  year,  but  what  I have 
given  you  has  been  1944  requirements  which  are  included  already, 
part  of  the  year  having  passed. 

Mr.  SouRWiNE.  Now,  before  I go  into  the  question  of  antifreeze, 
1 would  like  to  ask,  in  fairness  to  you.  Dr.  Whitman,  whether  you  feel 
that  the  questioning  so  far  has  involved  any  undue  criticism  of  the 
War  Production  Board  or  of  your  estimating. 

Dr.  Whitman.  That  is  a very  hard  question  to  answer,  sir.  There 
have  at  times  been  things  which  1 perhaps  regarded  as  implications 
which  caused  me  to  bridle  a little  bit. 

Mr.  SouRwiNE.  Well,  you  are  naturally  inclined  to  support  the 
eflftciency  of  yoiu  own  estimating,  aren’t  you,  sir? 

Dr.  Whitman.  We  think  we  are  pretty  good. 

Mr.  Sourwine.  It  has  been  suggested  that  the  hearing  might  be 
shortened  if  I attempted  to  jump  to  some  conclusions  which  I was 
attempting  to  reach  by  a slower  process. 

Has  that  struck  you.  Dr.  Whitman? 

Dr.  Whitman.  Yes. 

Mr.  Sourwine.  Perhaps  if  we  could  agree  upon  some  conclusions  it 
would  be  unnecessary  to  go  forward  with  this  detail. 

Can  you  agree  to  the  conclusion  that  the  War  Production  Board’s 
estimates  of  reqiurements  are  and  have  been  consistentlj’^  too  high? 

Dr.  Whitman.  No,  I don’t  believe  I can  agree  to  that. 

In  certain  respects  they  have  been  too  high. 

Mr.  Sourwine.  Can  you  agree,  sir,  on  the  conclusion  that  the 
Board’s  estimates  of  production  and  supply  aie  and  have  been  almost 
consistently  too  low? 

Dr.  Whitman.  No. 

Mr.  Sourwine.  Can  jmu  agree  that  reasonable  estimates  of  pro- 
duction and  reasonable  estimates  of  requirements  would  leave  a 
margin  of  supply  in  excess  of  requirements? 
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Dr.  Whitman.  I think  I can  say  this,  that  early  in  the  estimates 

Mr.  Sourwine.  This  is  just  preliminary.  Dr.  Whitman.  We  are 
trying  to  find  out  if  can  agree  on  this. 

Dr.  Whitman.  I am  trying  to  see  if  this  would  perhaps  answer 
your  question: 

Early  in  the  process  of  estimating  before  the  rubber  plants  had  been 
built  and  completed  we  attempted  to  make  our  estimates  or  require 
ments  fully  adequate. 

If  Colonel  Dewey  said  that  his  requirements  might  be  a minimum 
of  one  figure  and  a maximum  of  another  we  would  use  the  maximum 
figures.  It  seemed  necessary  for  the  safety  of  the  program  for  us  to 
assume  the  maximum  requirement  which  he  indicated. 

In  general.  Colonel  Dewey  would  give  us  esimates  of  the  requhe- 
ment  for  rubber  and  he  would  say  plus  or  mmus  10  percent,  meaning 
that  he  might  actually  need  10  percent  more,  he  might  actually  need 
10  percent  less. 

Under  those  circumstances  and  with  the  responsibility  upon  us  for 
seeing  that  the  alcohol  was  supplied  we  did  openly  accept  the  higher 
estimate  of  requirement  in  order  to  be  sure  that  we  wouldn’t  faU  down 
on  the  job  and  have  too  little  too  late. 

Mr.  Sourwine.  Is  your  answer  to  my  question  “Yes,”  then? 

Dr.  Whitman.  Would  you  state  it  again? 

Mr.  Sourwine.  Y"es,  sir.  The  question  was,  “Do  you  agree  that  a 
reasonable  estimate  of  production  and  a reasonable  estimate  of  require- 
ments will  leave  a margin  of  supplies  in  excess  of  requirements?” 

Dr.  Whitman.  No.  sir. 

Mr.  Sourwine.  All  right. 

Can  you  agree  that  alcohol  has  been  allocated  to  certain  ci^^hall 
needs  in  excess  of  the  amount  that  was  actually  required  for  thos** 
needs? 

Dr.  Whitman.  On  the  whole  I think  not,  sir.  I will  say  this,  that 
we  would  not  have  put  in  a tighter  allocation  order  in  the  faU  of  1943 
if  we  had  not  suspected  that  perhaps  we  could  have  alcohol  legiti- 
mately by  means  of  a tighter  allocation  order,  so  to  that  extent  I 
would  say  “Y’'es,”  we  would  agree  that  we  were  not  sure,  we  were  keep- 
ing alcohol  under  as  tight  control 

Mr.  Sourwine  (interposing).  Have  you  saved  any  by  that  alloca- 
tion? 

Dr.  Whitman.  I think  we  have,  sir.  The  number  of  complaints 
that  pour  in  because  people  didn’t  get  all  the  alcohol  they  would  like 
to  have. 

Mr.  Sourwine.  Well,  the  use  for  1943  for  indirect  military  and 
civilian  uses  was  147,000,000  gallons  and  your  estimate  of  use  this 
year  is  160,000,000  gallons.  That  isn’t  much  of  a saving. 

Dr.  Whitman.  But  suppose  control  had  not  been  in,  the  use  could 
have  been  this  year  180  or  190  million  gallons  because  the  program  is 
being  stepped  up,  alcohol  is  being  used  in  larger  amount  than  in  1943. 

Mr.  Sourwine.  Your  categorial  answer  to  my  question  then  is 
“No”? 

Dr.  Whitman.  I think  so. 

Mr.  Sourwine.  I suppose  we  might  as  well  go  along  as  best  we  can. 

Can  you  agree  that  a stock  pile  is  being  built  up  and  maintained, 
the  maintenance  of  which  in  future  prospect  is  unnecessary? 

Dr.  Whitman.  No,  sir. 
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Mr.  SouRWiNE.  Well,  since  we  cannot  agree  on  the  conclusions  in 
one  leap,  perhaps  we  had  better  go  along  as  before,  step  by  step.  Can 
you  tell  us  how  much  alcohol  was  allocated  for  antifreeze  during  1942? 

Dr.  Whitman.  I can  tell  you  how  much  was  used  for  antifreeze. 

I don’t  know  whether  it  was  under  allocation. 

Mr.  SouRwiNE.  All  right.  We  will  accept  that  figure. 

Dr.  Whitman.  30,000,000. 

Air.  SouRWiNE.  And  how  much  was  used  for  antifreeze  m the 
calendar  year  1943? 

Dr.  Whitman.  In  round  numbers,  51,000,000. 

Mr.  SouRWiNE.  That  was  a large  increase,  was  it  not? 

Dr.  Whitman.  Yes. 

Air.  SoTJRWiNE.  How  much  was  allocated  for  the  calendar  year 
1944? 

Dr.  Whitman.  32.000,000. 

Air.  SouRWiNE.  That  is  your  present  figure,  sir? 

Dr.  Whitman.  Yes. 

Air.  SouRwiNE.  Do  you  have  any  figures  on  the  use  of  industrial 
alcohol  for  making  antifreeze  during  the  first  quarter  of  this  year. 

Dr.  Whitman.  Yes.  That,  of  course,  is  the  off  season  on  making 
antifreeze. 

Air.  SouRwiNE.  Yes,  sir. 

Dr.  Whitman.  Two  million  gallons. 

Air.  SouRwmE.  Do  you  know  how  much  will  be  used  for  making 
antifreeze  during  the  second  quarter  of  this  year? 

Dr.  Whitman.  That  will,  of  course,  depend  upon  the  schedules  of 
packaging. 

Air.  SouRWiNE.  What  are  the  maximum  and  minimum  limits? 

Dr.  Whitman.  We  have  estimated  something  like  9,000,000  gallons 
during  the  second  quarter. 

That  is,  of  course,  in  the  preparation  for  next  winter’s  antifreeze. 

Air.  SouRWiNE.  How  about  the  third  quarter? 

Dr.  Whitman.  Fourteen  million. 

Air.  SouRwiNE.  And  the  fourth  quarter? 

Dr.  Whitman.  Seven. 

Air.  SouRWiNE.  Is  ethyl  alcohol  the  only  kind  of  alcohol  used  in 
antifreeze.  Doctor? 

Dr.  Whitman.  No.  Alethyl  alcohol  will  be  used  this  year.  It 
wasn’t  possible  to  use  it  last  year.  t 

We  anticipate  that  quite  a faff  amount  of  methyl  alcohol  will  be 
available  and  a fair  amount  of  isopropyl  alcohol  wdll  be  available. 

That  is  the  reason  why  it  is  possible  for  us  to  reduce  the  ethyl 
alcohol  for  1944  requirements. 

Air.  SouRwiNE.  I don’t  know  why  you  would  call  that  a reduction. 

It  was  less  than  was  used  in  1943  but  more  than  was  used  in  1942. 

Dr.  Whitman.  It  was  much  less  than  was  used  in  earlier  years. 

Air.  SouRWiNE.  How  much  alcohol  was  used  for  antifreeze  in  1941? 

Dr.  Whitman.  I don’t  have  the  figures. 

Air.  SouRWiNE.  How  much  alcohol  was  used  for  antifreeze  in  1940? 

Dr.  Whitman.  I don’t  have  the  figures. 

Air.  SouRwiNE.  When  was  the  period  you  were  just  referring  to? 

Dr.  Whitman.  Oh,  the  period  from  1938  on  through. 

Air.  SouRwiNE.  What  was  the  average  amount  of  alcohol  used  for 
antifreeze  during  that  period? 
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Dr.  Whitman.  I don’t  have  the  figures. 

Air.  SouRWiNE.  Well,  how  much  under  or  higher  than  30,000,000 
gallons? 

Dr.  Whitman.  I don’t  have  the  figures. 

Air.  SouRwiNE.  You  made  the  statement  and  I am  just  trying  to 
find  what  you  base  it  on 

Dr.  Whitman.  I am  basing  it  on  the  figures  and  I don’t  have  them 
here. 

Senator  AIcCarran.  Do  you  have  the  figures? 

Dr.  Whitman.  I will  get  them  for  you 

Senator  AIcCarran.  I wou  d like  to  have  them. 

Mr.  SouRwiNE.  What  advantage  does  this  ethyl  alcohol  have  over 
wood  alcohol  for  use  in  antifreeze? 

Dr.  Whitman.  Over  methanol 

Air.  SouRWiNE.  What  advantage  does  ethyl  alcohol  have  over  wood 
alcohol  for  antifreeze? 

Dr.  Whitman.  I don’t  know  that  it  has  any. 

Air.  SouRwiNE.  They  are  equally  acceptable? 

Dr.  Whitman.  They  are  equally  acceptable. 

Mr.  SouRWiNE.  When  th  s methyl  alcohol  and  isopropyl  alcohol 
becomes  available  will  that  reduce  the  amount  of  ethyl  alcohol  that 
is  required? 

Dr.  Whitman.  Yes. 

Air.  SouRWiNE.  In  other  words,  that  ought  to  provide  part  of  the 
30,000,000  gallons? 

Dr.  Whitman.  No  The  total  will  be  much  more  than  30,000,000. 

Mr.  SouRwiNE.  So  that  the  total  will  be  as  high  as  the  42,000,000 
gallons  which  you  estimated  it  would  be  on  December  1,  1943? 

Dr.  Whitman.  The  total  for  all  alcohols,  do  you  mean? 

Air.  SouRWiNE.  Used  in  antifreeze,  all  alcohols. 

Dr.  Whitman.  All  alcohols;  yes;  we  think  it  is  going  to  be  more. 

Air.  SouRwiNE.  The  reduction  then  from  last  year’s  50  to  30  repre- 
sents largely  not  a reduction  in  the  need  for  alcohol  antifreeze  but 
increases  in  methyl  and  isopropyl? 

Dr.  Whitman.  That  is  correct. 

Mr.  SouRwiNE.  How  is  commercial  antifreeze  made? 

Dr.  Whitman.  It  can  be  ethyl  alcohol  denatured,  it  can  be  methyl, 
it  can  be  mixtures  of  methyl  and  isopropyl. 

Air.  SouRWiNE.  Well,  it  is  in  all  cases  pure  alcohol? 

Dr.  W HITMAN.  Or  pure  alcohol  with  a slight  denaturant. 

Air.  SouRWiNE.  "Wiiat  is  the  proof  when  put  into  cars? 

Dr.  Whitman.  I think  it  is  nearly  190  proof. 

Air.  SouRWiNE.  Once  it  goes  into  the  radiator  it  is  greatly  diluted, 
isn’t  it? 

Dr.  Whitman.  Yes. 

A/Ir.  SouRwiNE.  Would  it  be  feasible  to  sell  commercial  alcohol  for 
antifreeze  at  a lower  proof? 

Dr.  Whitman.  No;  you  would  have  to  change  the  instructions, 
how  much  was  to  be  used. 

Mr.  SouRWiNE.  It  would  work  just  as  well? 

Dr.  Whitman.  You  would  have  to  put  in  more  gallons. 

Air.  SouRwiNE.  But  instead  of  putting  in  3 gallons  of  190  proof 
you  could  put  in  6 gallons  of  95  proof? 

Dr.  Whitman.  Yes. 

92968 — 14— pt.  3 
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Mr  SOURWINE.  Would  the  increased  transi)ortation  requirement 
ta^  avva7?he  saving  in  cost  of  redistilling  high  wmes  or  unfimshed 

Whitman.  I have  never  calcidated  that.  My  offhand  opinion 

^i?^SouRwmE.  Does  the  classification  of  antifreeze  as  pcd  in 
your  estimates  here  fall  properly  under  the  general  heading  of  indirect 

military  and  civilian  uses? 

Dr.  Whitman.  Yes,  sir.  . i u 

Mr  SouRWiNE.  Whv  have  you  separated  It  here. ^ 

Dr.  Whitman.  For  the  same  reason  that  we  have  separated  syn- 

*lUs™nter«ting  to  take  the  antifreo7,e  as  a separate  check  and  the 
synihetic  rubber  as  a separate  check,  but  they  are  all  m the  indirect 

“‘n&^&oukwine.  Might  it  also  be  that  the  figures  are  a little  easier 

‘“fr‘ certainly 
the  fa"  You  realise  that  we  have  antifreese  under  a separate 

‘‘“S‘“sour™  yccr  «S”-es  for  requirements  on  antifreese 

direct  military  use.  That  is  not  ethyl  alcohol. 

^nme  ethvlene  glycol  remains  for  civ’dian  use.  u r 

MrSoram  I see.  Can  you  tell  me,  sir,  how  much  of  this 
32ioOO,000  gallons  that  your  estimate  will  go  to  antifreeze  will  be 

by  the  Army,  I don’t  know  that  any 

“J,°\vmT“fN-!^'Not  in  the  major  procurement.  Now  whether 
some  Armv  equipment  going  arouiid  country  picks  up  the  com- 

lations  if  they  did,  wouldnY  it? 

Mr;fo1:RWiNE.^Dryoulno^  whether  the  a\rmy  uses  in  its  trucks 

^^Dr^YrnTM^N.^Th^^  the  ethylene  glycol. 

Mr  SouRW^NE.  That  is  the  permanent  type.  Do  you  knowhow 

“rl  rm^jj;  \hrfis“a£:St“s'Str  sfve^n  million 

^^MrSouRWiNE.  That  is  the  amount  that  is  projected  for  civilian 
use? 

Dr.  Whitman,  les. 


Mr.  SouRWiNE.  How  much  all  together? 
Dr  W^HiTMAN.  I think  it  is  about  16,000, 

* _ j I _ A_  j-T*  _ ww.  .1 . ^ -»«Yr 


000. 


Dr  Whitman,  i iiiuua  lu  lo  a,i^y«v  --- 

Mr.  SOURWINE.  So  that  the  mditary  get  «bout  10  000,000? 

Dr  Whitman  Yes.  Those  figures  may  be  a little  off. 

Mr.  SOURWINE.  They  are  not  50  percent  off  or  60  percent  off?  The 

answer  is  no? 
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Dr.  Whitman.  The  answer  is  no. 

Mr.  SouRWiNE.  Take  this  off  the  record. 

(Discussion  off  the  record). 

Mr.  SouRwiNE.  On  the  record.  How  much  of  the  permanent  type 
antifreeze  was  available  for  civilian  use  in  the  1941-1942  season?  Do 
you  know,  Doctor? 

Dr.  Whitman.  I am  sorry,  I don’t. 

Mr.  SouRWiNE.  The  figure  that  has  been  given  to  me  is  17,000,000 
gallons.  Would  you  challenge  that? 

Dr.  Whitman.  Not  seriously.  It  sounds  a little  high  to  me.  I 
am  a little  surprised  it  is  as  high  as  that. 

Mr.  SouRwiNE.  Do  you  know  how^  much  of  the  permanent  type 
antifreeze  was  available  for  civilian  use  in  the  1942-1943  season? 

Dr.  Whitman.  I don’t  recall. 

Mr.  SouRWiNE.  The  figure  I have  is  8.6  million  gallons.  Does  that 
sound  right? 

Dr.  Whitman.  Yes. 

Mr.  SouRWiNE.  For  the  1943-1944  season  do  you  know  how  much 
permanent  type  was  used,  sir? 

Dr.  W^hitman.  That — you  mean  this  last  winter? 

Mr.  SouRWiNE.  Yes,  sir. 

Dr.  Whitman.  I don’t  recall  the  figure.  Perhaps  you  have  one 
there. 

Mr.  SouRWiNE.  I have  a figure  of  6.9  million  gallons. 

Dr.  Whitman.  That  sounds  reasonable. 

Mr.  SouRWiNE.  And  if  the  estimated  amount  as  you  testified  it 
will  be  available  for  the  1944-1945  season  is  6.7  million  gallons 

Dr.  W’^HiTMAN.  Did  I say  that? 

Mr.  SouRWiNE.  Yes. 

Dr.  W’hitman.  I thought  I said  six  to  seven  millions. 

Mr.  SouRwiNE.  That  is  available  for  civilians? 

Dr.  Whitman.  Yes. 

Mr.  SouRwiNE.  Do  you  know  how  much  ethyl  alcohol  was  used 
for  antifreeze  for  civilian  consumption  for  the  1941-1942  season? 

Dr.  Whitman.  No.  I think  I said  I didn’t  have  that  figure  with 
me  here,  but  I would  supply  it. 

Mr.  SouRWiNE.  I might  say,  Mr.  Chairman,  the  figure  I have  on 
that  is  31,000,000  gallons. 

That  does  not  comport  to  your  estimates,  sir? 

Dr.  Whitman.  I don’t  recall  the  figure. 

Mr.  SouRWiNE.  And  the  same  woidd  be  true  of  the  ’42-’43  season, 
you  don’t  have  the  figure? 

Dr.  Whitman.  Yes,  I gave  you  the  figure  on  the  1942  production 
which  would  be  for  the  1942-1943  season,  and  that  figure  which  I 
gave  a little  while  ago  was  30,000,000  gallons. 

Mr.  SouRwiNE.  Well,  was  that  total  production  of  antifreeze  or 
was  that  alcohol  that  went  into  antifreeze? 

Dr.  Whitman.  Alcohol,  ethyl  alcohol  for  antifreeze. 

Mr.  SouRwiNE.  It  would  surprise  you  considerably  if  support 
could  be  given  for  a figure  of  tot^  use  of  ethyl  alcohol  for  antifreeze 
for  the  civilian  consumption  during  that  season  of  only  20.5  million 
gallons,  wouldn’t  it? 

Dr.  Whitman.  Not  necessarily. 
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Mr.  SouRWiNE.  Well,  that  would  mean  you  would  be  10,000,000 
gallons  short  somewhere,  wouldn’t  it? 

Dr,  Whitman.  You  realize  that  the  amount  which  is  packaged  for 
a season  is  not  necessarily  the  amount  which  is  used  in  a season? 

Mr.  SouEwiNE.  So  it  might  have  been  perfectly  possible  that  you 
permitted  the  alcohol  to  be  used  and  that  30,000,000  gallons  were 
packaged  and  only  20,000,000  gallons  were  used? 

Dr.  Whitman.  It  is  conceivable. 

Mr.  SouRwiNE.  Do  you  know  how  much  was  used  during  the 
1943-1944  season? 

Dr.  Whitman.  I know  how  much  was  allowed  for  packaging  in 
the  year  1943,  which  was  51,000,000  gallons,  and  the  question  of 
whether  there  was  any  significant  amount  of  inventory  left  I am  not 
in  a position  to  say. 

Mr.  SouRwiNE.  You  have  no  figures  on  stocks  of  antifreeze  then? 

Dr.  Whitman.  I think  we  may  have  them  in  our  antifreeze  section. 

Mr.  SouRwiNE.  Will  you  try  and  get  them  for  us.  Doctor? 

Dr.  Whitman.  Yes. 

Mr.  SouRWiNE.  Do  you  know  what  the  reason  was  for  the  very 
large  increase  in  antifreeze  during  the  past  winter? 

Dr.  Whitman.  Of  alcohol,  yes.  As  I stated  before,  it  was  the  fact 
that  methanol  was  not  available  for  antifreeze. 

Mr.  SouRwiNE.  Yes,  sir. 

Do  you  know  what  the  military  requrements  for  antifreeze  were 
in  '41? 

Dr.  Whitman.  No,  sir. 

Mr.  SouRWiNE.  Do  you  know  what  they  were  in  1942? 

Dr.  Whitman.  No,  sir. 

As  I told  you  before,  the  military  prefers  the  permanent  type  of 
antifreeze. 

Mr.  SouRwiNE.  But  the  point  is  this,  you  have  stated  that  the 
reason  for  the  large  increase  in  alcohol  for  antifreeze  was  the  unavail- 
ability of  the  permanent  type  which  went  to  the  military. 

Di.  Whitman.  I didn’t  say  that  sir.  I said  that — as  a matter  of 
fact,  I should  have  said  the  permanent  type  as  well  as  methanol,  but 
what  I said  was  the  unavailability  of  methanol. 

Mr.  SouRwiNE.  I see. 

Dr.  Whitman.  I should  have  also  said  the  fact  *^^hat  a large  amount 
of  the  permanent  type  was  not  available  for  the  civilian. 

Mr.  Sourwine.  Well,  the  reason  it  wasn’t  available  being  that  an 
appreciable  quantity  went  to  the  militaiy? 

Dr.  Whitman.  Yes. 

Mr.  Sourwine.  What  I am  getting  at  now  is  what  were  the  military 
requirements? 

And,  Mr.  Chairman,  I dislike  testifying,  but  subject  to  any  proper 
challenge  that  the  witness  cares  to  make,  I should  like  to  put  these 
figures  of  record.  They  were  obtained  by  me  from  the  War  Depart- 
ment. 

Senator  McCarran.  Yes. 

Mr.  Sourwine.  Military  requirements  in  1941  of  antifreeze  of  the 
permanent  type,  440,000  gallons;  in  1942,  3,890,000  gallons;  1943, 
5,500,000  gallons;  and  on  oi’der  so  far  this  year  2,500,000  gallons. 

Do  you  know.  Doctor,  what  the  amount  of  alcohol  used  for  anti- 
freeze was  annually  prior  to  the  war? 

Dr.  Whitman.  That  has  varied  with  the  years. 
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As  I told  you,  I do  not  have  the  figures  here.  • • • i 

The  amount  of  ethyl  alcohol  used  for  antifreeze  had  been  dimimsh- 
ing  really  as  other  types  of  antifreeze  came  in. 

Mr.  Sourwine.  Perhaps,  I misunderstood  you  when  I thought  you 
said  a moment  ago  that  it  had  been  laiger  in  past  years  than  this 
32,000,000  gallon  figure. 

Dr.  Whitman.  Well,  that  is  quite  correct  and  is  absolutely  con- 

• sistent  with  what  I told  you  just  a little  bit  ago. 

I say  now  that  amount  of  ethyl  alcohol  over  a period  of  years  prior 
to  the  war  had  been  diminishing. 

Mr.  Sourwine  (interposing).  Yes,  sir. 

^ Dr.  Whitman.  As  competitive  antifreeze  came  on  the  market. 

Mr.  Sourwine.  Yes,  sir.  ...  . • i i 

Dr.  Whitman.  There  is  nothing  inconsistent  I believe  with  other 

statements  I have  made. 

Mr.  Sourwine.  Would  it  surprise  you  if  figures  could  be  supported 
that  the  average  use  of  ethyl  alcohol  for  antifreeze  in  the  years  imme- 
diately prior  to  the  war  was  15,000,000  gallons  a year? 

I Dr.  Whitman.  In  the  years  immediately  prior  to  the  war? 

Mr.  Sourwine.  Yes,  sir. 

Dr.  Whitman.  That  is  over  how  many  years? 

Mr.  Sourwine.  Well,  as  you  state,  ’36  to  ’40. 

Dr.  Whitman.  Yes;  it  would  surprise  me. 

Mr.  Sourwine.  Your  impression  was  it  was  in  excess  of  30,000,000 

gallons?  ... 

Dr.  Whitman.  From  ’36  to  ’40  I would  be  surprised  if  it  averaged  as 

low  as  15,000,000  gallons. 

Mr.  Sourwine.  Yes. 

Just  for  the  purpose  of  assumption.  Doctor,  if  civilian  antifreeze 
included  15,000,000  gallons  of  ethyl  alcohol  plus  17,000,000  gallons  of 
the  permanent  type,  or  a total  of  approximately  32,000,000  gallons  for 
those  pre-war  years,  and  then  you  would  take  away  from  your  1941-42 
season  440,000  gallons  needed  by  the  Ai-my,  that  would  not  justify  any 
large  increase  in  the  use  of  alcohol,  would  it,  sir? 

• Dr.  Whitman.  For  the  year? 

Mr.  Sourwine.  Yes,  sir. 

Dr.  Whitman.  440,000? 

Mr.  Sourwine.  Yes,  sir. 

• Dr.  Whitman.  No. 

Mr.  Sourwine.  If  you  went  on  to  the  next  year  and  took  away 
from  that  average  3.9  million  gallons  needed  by  the  military,  you 
would  only  have  to  increase  the  use  of  alcohol  by  that  many  gallons, 
wouldn’t  you? 

Dr.  Whitman.  If  that  is  the  right  figure. 

Mr.  Sourwine.  Yes,  sir.  We  understand  that  these  figures  are 

questioned  by  you?  , • j • » i 

Dr.  Whitman.  No;  you  didn’t  so  understand.  I just  said  if  that 

is  the  right  figure. 

Mr.  Sourwine.  For  all  you  know  it  may  be  right? 

Dr.  Whitman.  It  may  be  right. 

Mr.  Sourwine.  Now  during  the  year  1942  the  amount  of  alcohol 
made  available  for  antifreeze  was  29,000,000  gallons,  approximately. 
Is  that  right,  sir? 

Dr.  Whitman.  That  was  what  year? 

Mr.  Sourwine.  1942. 
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Dr.  Whitman.  Yes.  Thirty  million  packaged. 

Mr.  SouRWiNE.  That  was  sughtly  in  excess  of  the  requirement  for 
the  ’42-'43  season,  wasnT  it? 

Dr.  Whitman.  I don’t  know. 

Mr.  SouRwiNE.  And  the  amount  of  alcohol  used  during  the  1943-44 

season  was — you  have  given  is  the  figure 

Dr,  Whitman.  The  amount  packaged  was  51,000,000  gallons, 

Mr.  SouRWiNE.  But  you  do  not  know  whether  the  use  was  that 
high  or  40,000,000  or  possibly  no  more  than  32,000,000? 

Dr.  Whitman.  I told  you  I would  try  to  get  you  what  was  carried 
over  at  the  end  of  the  season.  I do  know  this,  that  we  had  a great 
deal  of  complaints  from  States  west  of  the  Mississippi  at  times  that 
they  were  not  getting  enough  antifreeze.  We  actually  had  to  give 
out  a little  more  than  we  had  anticipated  giving  out  because  of  the 

complaints.  ^ , j / i.i, 

I think  that  largely  happened  in  States  like  the  Dakotas  and  so  forth. 

Mr.  Sourwine.  Now,  you  stated  earlier,  Doctor,  that  the  amount 
of  permanent  type  antifreeze  available  for^  the  1943—44  season  for 
civilian  use  was  between  six  and  seven  million  gallons. 

Dr.  Whitman.  Yes;  I gave  you  an  off-hand  figure  of  my  best 
recollection 

Mr.  Sourwine.  Yes.  So  if  total  use  of  antifreeze  of  both  types  for 
civilian  use  was  32,000,000  gallons  a year  the  requirement  that  would 
have  to  be  made  up  to  come  from  alcohol  antifreeze  would  be  about 

25,000,000  gallons?  . „ o 

Dr.  Whitman.  Why  assume  the  total  use  is  32,000,000  gallons: 

Mr.  Sourwine.  It  is  my  understanding  that  was  the  figure  in  1940. 
Dr.  Whitman.  I believe  the  estimated  usage  or  basic  requirement 
for  next  year  is  going  to  be  over  50,000,000  gallons. 

Mr,  Sourwine.  That  is  your  estimate,  sir;  but  I am  working  on 

this  assumption . 

Dr.  Whitman  (interposing).  Your  estimate  is  quite  a lot  lower. 
Mr.  Sourwine.  The  figures  I have,  Doctor,  are  that  the  total  use 
of  antifreeze  for  civilian  purposes  was  running  about  32,000,000 
gallons  a year,  including  both  types. 

Dr.  Whitman.  I think  you  are  wrong,  sir. 

Mr.  Sourwine.  I know  that  the  total  amount  of  automobiles  on 
the  road  has  declined,  and  it  stands  to  reason  that  with  military 
usage  aside  the  amount  of  antifreeze  of  both  types  for  civilian  use 
cannot  be  higher  than  it  was  in  those  pre-war  years. 

Dr.  Whitman.  Well,  I think  if  you  are  going  on  the  assumption 
that  32,000,000  gallons  will  meet  the  country’s  needs,  it  is  quite 

erroneous.  . . , 

I may  also  advise  that  we  had  a committee  on  antifreeze  wiUi 

vrhich  we  consulted  on  the  needs  and  how  much  should  be  allocated, 

what  the  past  performance  had  been. 

If  I bad  realized  that  you  were  going  to  want  a lot  of  infoimation 
on  this  antifreeze  picture  I could  have  prepared  myself  perhaps  a 
little  better  to  answer  with  specific  figures,  and  I am  quite  sure  that 
you  are  quite  wTong  when  you  talk  about  32,000,000  as  an  assumed 

civilian  need  for  all  antifreezes.  . , , . -.i 

Mr.  SouRW'iNE.  May  I ask  that  you  furnish  the  committee  wutli 

this  information,  or,  as  nearly  as  you  can: 

The  amount  of  alcohol-type  antifreeze  which  was  made  available 

to  civilian  uses  during  each  of  the  years  from  1936  to  1941,  inclusive, 
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and  the  amount  of  permanent  type  antifreeze  which  w'as  so  made 

available  during  each  of  those  years.  ^ 

Then  we  will  have  those  figures  for  the  record  and  we  won  t have 

anything  to  differ  over. 

t)r.  Whitman.  I will  try  to  get  those. 

Mr.  Sourwine.  Fine.  Thank  you,  sir.  • i i 

(Dr.  Wliitman  subsequently  fimiished  the  committee  with  the 
following  statements  and  tables,  as  response  to  the  above  request.) 

Ethyl  Alcohol  for  Antifreeze 

The  records  of  past  usage  of  ethyl  alcohol  for  antifreeze  are  not  complete. 
Perhaps  the  best  source  of  data  is  the  Alcohol  Tax  Unit,  who  have  compile 
records  on  withdrawals  of  completely  denatured  alcohol  (C.  D.  A.)  and  who 
state  that  C.  D.  A.  was  almost  100  percent  used  for  antifreeze.  In  addition, 
however,  some  small  amounts  of  specially  denatured  alcohol  (S.  D.  A.)  have 
been  used  for  antifreeze.  These  amounts  were  not  tabulated  by  Alcohol  1 ax 
Unit  in  fiscal  1938  and  1939.  The  following  table  shows  completely  denatured 
alcohol  withdrawals  and  specially  denatured  alcohol  use  for  antifreeze  for  the 
fiscal  years  in  which  data  are  available : 


Fiscal  year 

Onions 

Withdrawals, 

completely 

denatured 

alcohol 

Specially 
denatured 
alcohol,  used 
for  anti- 
freeze 

Total 

28, 443, 067 
38. 050, 525 
35, 700, 192 
23,  484. 104 
25, 727,946 
17, 204,615 
15, 495,  290 
17, 720, 882 
28, 958, 998 
24, 320, 681 

0 

0 

0 

0 

(9 

3, 861, 154 
3, 493. 692 
6,824,569 
416, 182 

28. 443, 067 
38, 050,  525 
35, 700, 192 
23,484, 104 

19,  356,444 
21,214,574 
35, 783. 567 
24, 736, 863 

I No  records. 


Ethylene  glycol 

Production,  1943,  gallons 

Allocations,  1943: 

Direct  military  and  lend-lease,  percent 

Civilian  antifreeze,  percent 

Other  indirect  military  and  civilian,  percent 


20,  000,  000 


45 

41 

14 


100 


Antifreeze  prodvciionf  in  gallons 


[Excluding  direct  military  and  lend-lease] 


1 

Permanent 

type 

Ethyl  al- 
cohol 

Isopro- 

panol- 

methanol 

mu 

Methanol 

! 

Total 

16,855.986 
8, 636,859 
6,900,000 

31,063, 124 
20, 562,780 
49,028, 610 

5, 751,931 
2,114, 524 
504,000 

20.178,002  ' 
14.973,804 
4, 195,000 

73.849.043 

46,287,967 

60,627,610 

The  antifreeze  production  season  covers  the  period  April  1 to  March  31  of  the 
following  year.  It  therefore  does  not  correspond  to  the  fiscal  year  period  of  the 
Alcohol  Tax  Unit  data,  which  runs  from  July  1 to  June  30. 

Estimates  for  the  1944-45  season  are  currently  being  revised. 
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It  is  understood  that  nonalcohol  type  antifreeze  is  necessary  for 
military  use? 

Dr.  \V HITMAN.  That  is  my  understanding. 

Mr.  SouRwiNE.  And  if  requirements  for  antifreeze  are  increased 
even  indirectly  as  a result  of  military  requirement,  it  is  to  replace 
permanent  type  antifreeze  which  the  military  has  required  and  has 
taken  from  the  civilian  supply.  Is  that  right,  sir? 

Dr.  Whitman.  Yes;  with  the  realization  that  you  have  not  been 
talking  about  methanol,  which  methanol  constituted  a significant  part 
of  the  antifreeze  supply  in  pre-war  years  and  which  has  been  necessary 
as  a chemical  raw  material  last  year  so  that  it  could  not  be  allowed  in 
antifreeze. 

Now  I hope  this  year  that  the  methanol  picture  will  have  shown 
sufficient  improvement  so  that  a fair  amount  of  methanol  can  go  into 
civilian  antifreeze. 

Mr.  Sour  wine.  Well,  let  us  talk  about  the  methanol  picture  for 
just  a moment. 

What  was  the  production  of  methanol  in  the  years  immediately 
preceding  the  war? 

Dr.  Whitman.  I haven’t  those  figures. 

Mr.  SouRWiNE.  I suppose  that  means  you  don’t  have  the  figures 
on  production  since  the  war  either. 

Dr.  Whitman.  Not  with  reliability.  I know  the  magnitude  of 

them. 

Mr.  SouRWiNE.  Is  there  any  reason  why  you  couldn’t  furnish  those 
figures  to  the  committee? 

Dr.  Whitman.  I think  we  could. 

Mr.  SouRWiNE.  All  right.  Make  that  by  years  if  you  can.  Doctor, 
from  ’36  down  to  date. 

(Dr.  Whitman  subsequently  furnished  the  following  table:) 

Methanol  production 


[Thousands  of  gallons] 


Calendar  year 

Synthetic 

Wood 

Total 

25. 564 

6, 575 

31. 139 

31.814 

5.754 

37,568 

26.031 

4.170 

30. 201 

34, 256 

4.660 

38, 916 

44,968 

6,294  ! 

50.262 

55, 847 

6,025 

61.872 

62.344 

5,853 

68. 197 

64.929 

4,851 

69. 780 

76,400 

5,500 

81,900 

1 Estimated. 

Note. — Does  not  include  production  of  Army  plants. 


Mr.  SouRwiNE.  Now  the  estiinates  that  have  been  cited  here  of  the 
permanent  type  antifreeze  available  for  civilian  use  showed  a drop 
of  about  8.4  million  gallons  during  1942.  I believe  that  you  stated 
that  you  are  unable  to  confirm  that  figure. 

They  showed  a drop  of  about  1.7  million  gallons  during  1943. 

Similarly,  I am  not  asking  you  to  confirm  that  figure. 

Would  you  think  it  logical  that  the  drop,  that  is,  the  amount  by 
which  the  available  amount  of  permanent  type  antifreeze  physically 
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declined,  represented  the  amount  of  permanent  type  antifreeze 
required  by  the  military? 

Dr.  Whitman.  I wish  you  would  repeat  that  question. 

Mr.  SouRWiNE.  It  is  a little  difficult  question  to  repeat.  Do  you 
mind  if  I rephrase  it,  Doctor? 

Dr.  Whitman.  All  right. 

Mr.  SouRWiNE.  It  is  your  understanding  that  the  only  factor  which 
decreased  civilian  supplies  of  permanent  type  antifreeze  was  a require- 
ment of  the  military?  1 1 vi  a 

Dr.  Whitman.  I think  that  is  practically  true.  I would  like  to 

check  later  and  advise  you  if  I am  wrong  on  that. 

Mr.  SouRWiNE.  Thank  you.  That  is  interesting,  because  the 
decline  during  1942  was  more  than  twice  the  amount  of  permanent 
type  antifreeze  required  by  the  military.  The  decline  during  other 
years  came  much  closer. 

Now  with  the  figures  which  are  going  to  come  in  for  the  record  we 
will,  I believe,  have  a pretty  good  round-up  in  the  antifreeze  situation. 
Are  there  any  other  questions  on  that  phase  of  it,  Senator? 

Senator  McCarran.  Not  that  I know  of.  ^ 

Mr.  SouRWiNE.  Dr.  Wliitman,  how  much  import  do  you  intend  to 
get  on  sugar  and  molasses  during  the  present  year? 

Senator  McCarran.  Before  you  go  into  that,  are  you  going  on 
another  topic  now? 

Mr.  SouRwiNE.  Yes,  sir.  . i i v- 

Senator  McCarran.  May  I interrupt  here.  I intended  to  ask  this 
question  while  Mr.  Nelson  was  present.  Perhaps  Dr.  \ATiitman  can 
answer.  It  is  entirely  remote  from  the  line  of  inquiry  pursued  this 

morning.  ^ . 

Doctor,  have  you  any  knowledge  or  information  as  to  the  amount  oi 
liquor,  high-proof  liquor,  that  is  in  storehouses  and  warehouses  in 
private  ownership  at  the  present  time. 

Dr.  Whitman.  No,  sir. 

Senator  McCarran.  That  is  a source  of  alcohol,  of  course. 

Dr.  Whitman.  Yes,  sir. 

Senator  McCarran.  The  reason  I asked  the  question  was  that  1 
assumed  that  your  Board,  looking  to  the  availability  of  alcohol  froin 
any  source  whatever,  would  naturally  try  to  determine  what  alcohol 
there  was  stored  up  in  high-proof  liquors  throughout  the  country. 
That,  I take  it  from  your  answer,  has  not  been  attempted. 

Dr.  Whitman.  That  is  not  quite  correct.  Senator;  as  Mr.  Nelson 
testified  yesterday,  we  have  considered,  but  have  turned  down  the 
idea  of  having  to  take  the  stored  beverages  as  a source  for  mdustrial 

alcohol.  . V . , 

As  he  said  yesterday,  if  the  picture  became  so  serious  that  it  became 

necessary  to  do  that,  it  would  be  done,  but  it  hasn't  seemed  necessary 
to  do  it,  and  that  is  why  I have  not  concerned  myself  in  the  industrial 
alcohol  program  with  attempting  to  keep  up  to  date  on  just  what  the 

stocks  of  liquor  are  in  the  country.  i,  v u 

Senator  McCarran.  Now  how  long.  Doctor— or,  will  you  have  the 
facilities  at  hand  to  aid  the  committee  in  bringing  to  our  knqwledp 
thi-ough  your  office  and  tlirough  your  authority  a figure  showing  the 
amount  of  alcoholic  beverages— I am  speaking  of  high-proof  beverages, 
not  the  wines,  or  what  I consider  low-alcoholic-content  beverages,  but 
high-proof  beverages  throughout  the  country? 
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Dr.  Whitman.  I am  of  the  impression,  sir,  that  the  records  of 
your  committee  here  from  investigation  of  Alcohol  Tax  Unit  repre- 
sentatives and  the  like,  contains  the  very  information  you  are  asking. 

Senator  AIcCarran.  That  may  he  true.  The  original  hearings. 

Dr.  Whitman.  Yes,  sir.  If  I were  to  try  to  determine  it  I would  go 
to  the  records  of  your  previous  hearings. 

Senator  McCarran.  Yes.  Have  you  gone  through  the  hearings 
to  determine  that  at  all? 

Mr.  SouRwiNE.  Yes,  sir.  We  have. 

Senator  Ferguson.  I think  those  records  will  indicate  that  there 
is  no  knowledge  outside  of  warehouses.  , 

Mr.  SouRWiNE.  There  are  a number  of  questions  we  are  trying  to 
answer  to  get  the  true  picture.  We  are  satisfied  we  don’t  have  .the 
true  picture. 

Senator  McCarran.  In  other  words,  you  are  going  into  that,  are 
you.  Ml.  Sourwine? 

Mr.  Sourwine.  Yes,  sir. 

Senator  McCarran.  To  determine  the  amount  of  alcohol  that 
may  be  stored  in  warehouses? 

Mr.  Sourwine.  Yes,  sir.  We  are  also  hoping  to  find  out  not  only 
how  much  but  also  where  it  is. 

Senator  McCarran.  Let  me  know  when  you  find  it,  will  you? 

Mr.  Sourwine.  Yes,  sir. 

Dr.  Whitman,  how  much  alcohol  do  you  expect  to  get  from  molasses, 
and  invert  sugar  and  molasses  this  year? 

Dr.  Whitman.  About  165,000,000  gallons. 

Mr.  Sourwine.  Can  you  break  that  down,  please? 

Dr.  Whitman.  That  comes  from  the  total  Caribbean  raw  materials 
which  we  expect  to  be  able  to  use  for  industrial  alcohol  in  the  United 
States. 

Mr.  Sourwine.  Oh,  it  is  limited  by  how  much  you  can  use  rather 
than  by  how  much  you  can  get? 

Dr.  Whitman.  No.  How  much  we  can  get. 

Mr.  Sourwine.  Well,  can  you  break  it  down,  how  much  from 
invert,  how  much  from  sugar? 

Dr.  Whitman.  That  is  a little  diflScult  because  it  depends  on  how 
the  molasses  is  handled. 

Of  the  total  combined  mixture,  invert  molasses  and  some  sugar 
and  some  blackstrap  molasses  certain  amounts  will  be  used  for  the 
British  production  of  alochol,  certain  amounts  will  be  used  for  the 
production  of  butyl  alcohol  in  this  country. 

Now,  to  be  able  to  say  at  this  time  whether  the  British  will  have 
all  invert  molasses  or  some  blackstrap  and  whether  butyl  alcohol  will 
use  all  invert  molasses  or  some  blackstrap  is  impossible. 

Mr.  Sourwine.  Well,  how  do  you  arrive  at  that  figure  then? 

Dr.  Whitman.  I arrive  at  the  figure  by  deducting  the  total  amount 
of  sugars,  whether  they  be  sugar,  invert  molasses,  or  blackstrap  mo- 
lasses. 

Mr.  Sourwine.  That  is,  you  reduce  it  to  tons  of  sugar? 

Dr.  Whitman.  Yes. 

Actually  we  reduce  it  to  gallons  of  blackstrap  inolasses.  ^ 

Senator  Ferguson.  You  don’t  make  alcohol  directly  from  sugar?  g 

Dr.  Whitman.  No.  It  could  he  done.  i, 

Senator  Ferguson.  Have  you  made  any  in  the  United  States?  f 
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Dr.  Whitman.  No,  sir.  It  could  be  done.  . 

Senator  Ferguson.  Do  you  know  how  much  sugar  is  stored  in 
warehouses  in  the  United  States  that  is  fit  at  the  present  time  for 
human  consumption? 

Dr.  Whitman.  No,  sir.  , . i xi, 

Senator  Ferguson.  Have  you  heard  that  in  New  Orleans  there  are 

20,800,000  pounds? 

Dr.  Whitman.  No,  sir. 

Senator  Ferguson.  That  has  been  destroyed  by  rats. 

Dr.  Whitman.  No,  sir. 

Senator  Ferguson.  Of  course,  that  is  only  218  carloads. 

Dr.  Whitman.  I know  nothing  about  it.  • , i i v,  i 

Senator  Ferguson.  Well,  that  would  make  considerable  alcohol; 

wouldn’t  it?  , , , 1.  1 4.  n 

Dr  Whitman.  It  would  make  alcohol  at  the  rate  of  about  a gallon 

for  eVery  15  pounds  of  sugar.  I don’t  know  anything  about  the 

situation  which  you  are  discussing.  v,  • iv 

Senator  Ferguson.  But  you  have  never  used  any  sugar  here  in  the 

United  States  to  make  alcohol?  . 

Dr.  Whitman.  Not  as  part  of  the  war  program.  1 cannot  speaK 

about  what  may  have  happened  pre-war.  ^ j ^ 

Mr.  Sourwine.  You  do  take  the  sugar  and  convert  it  and  make 

alcohol  out  of  the  invert  molasses?  j • u 

Dr.  Whitman.  Yes,  sir.  That  invert  is  primarily  made  m Luba. 

Senator  Ferguson.  I wasn’t  clear  whether  you  wep  using  the 
entire  capacity  of  all  of  the  possessions  and  in  Cuba  for  the  making  ol 

alcohol.  , , . - , , lo 

Dr.  Whitman.  For  the  actual  making  of  alcohol  ( 

Senator  Ferguson.  Yes. 

Dr.  Whitman.  No,  sir.  . w ,,  j x i 

Senator  Ferguson.  Now,  have  you  mvestigated  to  find  out  ™ther 

or  not  you  could  use  that  entire  output  of  those  possessions  and  Luba. 

Wliy  don’t  we  use  that?  , . . 4^9 

Dr.  Whitman.  May  I try  to  give  you  the  broad  picture  on  thatr 

Senator  Ferguson.  Yes.  ^ i 

Dr.  Whitma'i.  The  Caribbeans  represent  a source  of  raw  materials 

for  our  industrial-alcohol  program. 

That  means  molasses  and  sugars.  j Oi.  x t 

We  will  get  as  much  molasses  imported  to  the  Umted  States  for  oiu* 

We  will  get  as  much  industrial  alcohol  from  the  Caribbeans  as  we 

^^Practically  that  means  getting  industrial  alcohol  froin  Cuba. 
Shipping  doesn’t  make  it  practicable  to  take  industrial  alcohol  from 

Puerto  Rico  and  the  Virgin  Islands. 

Senator  Ferguson.  Well,  last  year  isn’t  it  true  that  a great  amount 
of  material  that  could  be  made  into  alcohol,  molasses  and  other 

ingredients 

Dr.  Whitman.  Yes.  , . ■ u 

Senator  Ferguson.  Were  destroyed  m these  possessions  because 

they  were  not  used  to  make  alcohol  or  were  not  shipped  here? 

Dr.  Whitman.  Lack  of  shipping  res^ted  in  a considerable  loss, 
so-called  ditching  of  molasses  in  the  Caribbeans. 

Senator  Ferguson.  Yes. 
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Now,  couldn’t  that  have  been  made  into  alcohol,  stored  there,  and 
shipped  when  ships  were  available? 

Dr.  Whitman.  I doubt  it,  sir. 

Senator  Ferguson.  Well,  don’t  we  have  an  agreement,  implied  or 
expressed,  by  which  ail  that  facility  is  not  used? 

Dr.  Whitman.  Now,  that  is  another  question. 

Senator  Ferguson.  Well,  that  is  a very  important  question. 

Dr.  W^hitman.  Let  me  try  to  answer  the  first  one  first,  and  that  is  up 
until  the  fall  of  1943  we  could  not  get  from  the  War  Shipping  Adminis- 
tration any  assurance  of  availability  of  tankers  for  the  movement  even 
of  molasses,  let  alone  alcohol  by  tanker.  » 

As  soon  as  the  tanker  situation  improved  the  War  Production 
Board  immediately  took  the  necessary  steps  to  try  to  assure  a maxi- 
mum movement  of  molasses  to  the  United  States  from  the  Caribbeans 
in  the  future. 

Along  with  that  we  were  perfectly  willing  to  take  such  industrial 
alcohol  as  could  be  produced  and  moved  up. 

And  Foreign  Economic  Administration  worked  with  the  Cubans 
who,  after  all,  are  the  big  producers  of  sugar  and  molasses  in  the 
Caribbeans,  trying  to  consummate  an  arrangement  whereby  large 
amounts  of  molasses  would  come  from  Cuba  and  in  addition  as  much 
industrial  alcohol,  substantially,  as  the  Cubans  figured  they  would  be 
able  to  make  for  our  purposes. 

Now,  perhaps  I haven’t  answered  your  full  question. 

Senator  Ferguson.  You  haven’t  answered  my  last  question  about 
the  expressed  or  implied  agreement  on  limiting  the  output  of  alcohol. 

Dr.  Whitman.  Yes. 

Now,  that  latter  part  concerns  an  agret'ment  to  limit  the  produc- 
tion— or  rather  the  importation  of  beverage  alcohol.  That  is  specifi- 
cally beverage  alcohol  from  Cuba. 

Senator  Ferguson.  I want  to  know  what  that  agreement  is  and  your 
opinion  as  to  why  that  agreement  was  made  limiting  importation  of 
beverage  alcohol. 

Dr.  Whitman.  Yes.  I will  tell  you  as  much  as  I can  insofar  as  the 
War  Production  Board  is  involved  in  that  agreement. 

The  Foreign  Economic  Administration  was  requested  by  the  War 
Production  Board  to  secure  the  maximum  lunounts  of  molasses  and  of 
the  industrial  alcohol  which  it  could  get  from  Cuba. 

Senator  Ferguson.  Now,  when  you  say  industrial,  you  mean  ’ 

ethyl? 

Dr.  Whitman.  Yes,  sir. 

Senator  Ferguson.  So  it  could  be  used  for  beverage  purposes? 

Dr.  Whitman.  No;  we  were  attempting  to  have  it  brought  up  as 
industrial  alcohol  for  our  industrial-alcohol  program.  It  had  nothing 
to  do  with  beverage  alcohol. 

Senator  Ferguson.  But  it  could  have  released  some  beverage 
alcohol  here,  let  us  say? 

Dr.  Whitman.  No,  sir.  We  are  concerned  with  getting  all  of  the 
industrial  alcohol  which  is  needed  for  our  program. 

Senator  Ferguson.  Now,  wait.  As  I understand,  part  of  your 
program  would  be  alcohol  for  beverage  purjioses. 

Dr.  Whitman.  No,  sir. 

Senator  Ferguson.  Just  a moment.  As  I understood  Mr.  Nelson 
to  say  this  morning,  next  on  the  list  as  soon  as  capacity  was  available, 
alcohol  for  beverage  purposes  would  be  used. 
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Seoator  McCarran.  Permitted. 

S;t  is  no.  ,ui^co.ect. 

u£  apparent  or  drat  yon  know  of  Orat  will 

of  ?uob  a station;  and  I don’t  know  of  such  a sitnation. 

Senator  Ferguson.  All  right. 

Now,  let  us  go  back  to  the  question. 

Dr.  Whitman.  Of  the  Cuban  arrangement? 

“.rrn'TheW 

War  Production  Board  that  in  order  to  alcohol, 

Board's  requestor  ^cumg  „eeassary  for  the  War  Produc- 

“o?bS  to  Mttate  an  order  which  would  limit  the  importation  of 

'■^“^5etrn‘‘trsSe?4?r^^^^  to  institute  su^  and 
we  did  institute  it,  to  become  effective  on  the  15th  of  Marc  . 

Senator  MoCarran.  What  year. 

Fena'Jm  F“ons»"  r^d'avTan  order  limiting  the  importation 

STfrom  cane-cane  heverage 

alcohol.  . 

irrr  in  beverage  alcohol  from  the  Carih- 

^e  alcohol  available 
for  consumption  purposes  from  the  Caribbean? 

i’/natorM^nlt^"  colors  pretty  neariy  everything? 

Dr.  Whitman.  That  is  pretty  nearly  the  same  ttmg. 

Senator  McCanna^^  Under  O P A^prices 

thatTurwwZ^e“~  by-this  cartel  arrangement 

between  the  W.  P.  A.  arid  Cuba. 

Dr.  Whitman.  Not  W.  P.  A.,  sir, 

S?  WmtrTwouldlL  to  mSS:  sir,  that  the 
duction  Board  put  in  this  restriction  at  the  request  of  the  Foreign 
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Economic  Administration  so  that  more  molasses  and  industrial 
alcohol  could  be  secured  for  our  war  program. 

Senator  Ferguson.  But  didn’t  that  very  request  indicate  to  you 
that  that  was  a cartel  arrangement  by  which  the  American  public 
would  be  forced  to  pay  higher  prices  for  a very  inferior  grade  of 
beverages? 

Dr.  Whitman.  Senator,  in  the  first  place  you  will  have  to  excuse 
me  that  I am  too  ignorant  to  know  what  cartel  is. 

Senator  Ferguson.  Well,  it  is  an  arrangement  for  limitation  as  I 
use  it  here.  Isn’t  that  what  this  order  has  accomplished? 

Dr.  Whitman.  I don’t  know  whether  that  is  a result  of  the  order 
or  not.  Certainly  that  was  not  at  all  the  intent  of  the  order. 

Senator  Ferguson.  Well,  were  you  given  any  data  as  the  reason 
why  W.  P.  B.  should  enter  that  order? 

Dr.  Whitman.  Yes,  sir. 

Senator  Ferguson.  Have  you  got  the  data  upon  which  you  entered 
it? 

Dr.  Whitman.  We  have.  Mr.  Nelson  has  a specific  recommen- 
dation from  Mr.  Crowley. 

Senator  Ferguson.  Well,  now,  doesn’t  it  take  more  than  a recom.- 
mendation?  Does  the  recommendation  set  up  facts  by  which  it  is 
shown  that  that  is  essentail? 

Dr.  Whitman.  I don’t  know  how  much  in  the  way  of  facts  is  be- 
hind it. 

You  must  remember.  Senator,  that  this  is  a case  of  a Government 
agency  making  a deal  with  another  Government,  and  the  agency  that 
makes  that  deal  has  to  be  exercising  the  judgment  as  to  what  is  neces- 
sary to  the  deal. 

Senator  Ferguson.  Well,  what  I want  to  find  out  is  how  that 
agreement  which  can  be  detrimental  to  the  American  people,  in  health 
even,  why  that  kind  of  an  agreement  can  be  entered  into  without 
having  real  compelling  facts  indicating  that  it  was  really  essential  for 
the  war  effort. 

Dr.  Whitman.  Well,  Senator,  in  the  first  place  I can  hardly  see 
how  you  reach  the  conclusion  that  that  agreement  was  detrimental 
to  the  health  of  the  American  people.  . 

Senator  Ferguson.  The  reason  I say  that,  they  just  keep  their 
beverage  alochol  down  there.  We  have  a great  shortage  here._  They 
make  it  up  into  the  form  of  beverage  that  they  desire,  send  it  in  here, 
and  the  people  will  drink  it  no  matter  what  it  is  just  because  it  has 
the  name  alcohol  or  contents  of  alcohol. 

Dr.  Whitman.  You  are  assuming  that  they  would  deliberately 
send  up  a more  poisonous  product  than  they  otherwise  would.  Is 

fl.ti  corr6ct<^ 

Senator  Ferguson.  I don’t  say  poisonous  btit  I don’t  think  there 
is  any  doubt  if  you  can  get  the  fact  that  it  is  detrimental  to  the  health 
of  the  American  people. 

Senator  McCarran.  I don’t  think  there  could  be  any  doubt  as  to 

its  inferiority.  . 

Dr.  Whitman.  Well,  I believe  you  are  askmg  a Ime  of  questions 

where  the  determination  rested  with  F,  E.  A.  , 

The  request  came  to  the  War  Production  Board  to  put  in  the 
restriction.  The  request  came  from  ’the  F.  E.  A.  and  we  put  in  the 
restriction. 
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Senator  Ferguson.  Well,  Mr.  Chairman,  I would  like  to  have 
produced  for  the  committee  all  the  data. 

What  was  the  foundation  of  your  agreement? 

Dr.  Whitman.  It  was  the  request  of  the  responsible  agencies  who 
were  making  the  agreement. 

Senator  McCarran.  Undoubtedly  the  bare  request  would  not 
produce  the  order.  The  bare  request  wouldn’t  produce  the  order. 

Dr.  Whitman.  Yes,  it  would. 

Senator  McCarran.  In  all  instances? 

Dr.  Whitman.  Not  in  all  instances. 

Senator  McCarran.  Did  it  in  this  instance?  If  it  doesn’t  in  all 
instances,  why  did  it  in  this  instance? 

Must  there  not  be  persuading  facts  connected  with  the  request  in 
order  to  have  the  order  promulgated? 

Dr.  \\  hitman.  Yes;  I think  so. 

Senator  McCarran.  All  right.  Then  we  want  whatever  facts  or 
statements  or  correspondence  there  was  in  connection  with  the 
agency  making  the  request,  if  you  please? 

Dr.  Whitman.  All  right,  sir. 

(Material  submitted  in  response  to  this  request  appears  in  the 
appendix,  pp.  829  to  834.) 

Senator  Ferguson.  Dr.  Whitman,  do  you  have  any  knowledge  of 
any  American  interests  that  have  gone  down  to  Cuba  and  brought 
this  alcohol,  or  have  an  agreement  to  buy  the  beverages  that  they 
make  from  this  alcohol,  so  that  their  capacity  may  be  used  down 
there  for  making  beverages  and  thus  sold  through  one  or  a few  dis- 
tributors up  here? 

Dr.  W hitman.  Our  information  along  that  line.  Senator,  is  due  to 
the  fact  that  we  now  have  this,  import  control  order  to  operate  and  in 
connection  with  the  operation  of  that  order  we  receive  applications 
from  various  American  concerns  for  authorization  to  import  material 
from  the  Caribbean  islands. 

Senator  Ferguson.  All  right.  Now,  that  is  not  a free  market 
today,  from  your  report.  W ould  you  say  from  your  applications  it 
is  not  a free  market? 

Dr.  W hitman.  Again  I am  a little  bothered  by  “free  market.” 

Let  me  say  that  the  applications  are  far  in  excess  of  the  amount 
which  is  still  available  under  the  quota  to  be  brought  up. 

Senator  Ferguson.  But  isn’t  it  true  that  one  company  is  importing 
most  of  the  beverages  or  alcohol? 

Dr.  W^HiTMAN.  I don’t  know,  sir.  I don’t  think  there  is  any  one 
company  which  constitutes  most  of  it. 

Senator  Ferguson.  Well,  will  you  furnish  us  with  a list  of  the 
companies  and  the  amounts  that  they  are  importing. 

Dr.  Whitman.  I am  very  glad  to  furnish  what  I can.  I just  want 
to  be  sure 

Senator  Ferguson.  WTio  is  the  largest  importer? 

Dr.  W^HiTMAN.  I think  Schenley. 

Senator  Ferguson.  Schenley  is  the  distiller  that  is  importing  the 
most  beverage  or  alcohol  for  beverage  purposes  from  the  Caribbean. 
Isn’t  that  true? 

Dr.  W'hitman.  Oh,  I think  it  is  the  largest  single  interest.  You 
realize,  sir,  there  is  practically  no  movement  since  the  15th  of  March 
when  our  order  went  into  effect. 
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Senator  Ferguson.  But  isn’t  it  true  that  because  of  Schenley’s 
interest  in  having  the  majority  of  the  alcohol  down  there  for  the 
beverages  that  they  had  an  influence  upon  the  making  of  this  order 
regarding  the  beverage  alcohol  from  the  Caribbeans  and  Cuba? 

Dr.  Whiiman.  I think  that  is  entirely  incorrect,  sir. 

Senator  Ferguson.  You  know  of  no  fact  that  would  indicate  that 
that  is  true? 

Dr.  Whitman.  That  is  correct.  I know  of  no  fact  that  would 
indicate  that  that  is  true. 

Senator  Ferguson.  Are  there  any  Schenley  interests  in  the  W. 
P.  B.? 

Dr.  Whitman.  I don’t  know,  sir. 

Senator  Ferguson.  Do  you  know  of  any  Schenley  men  working 
for  the — what  was  the  agency  that  gave  you  the  request,  again? 

Dr.  Whitman.  Foreign  Economic  Administration. 

Senator  Ferguson.  Yes. 

Dr.  Whitman.  I don’t  know,  sir. 

Senator  Ferguson.  Is  there  anyone  connected  with  them? 

Dr.  Whitman.  I don’t  know. 

Senator  Ferguson.  Do  you  recall  anything  about  the  fact,  what 
the  reason  was,  what  Cuba  gave  as  the  reason? 

Dr.  Whitman.  What  Cuba  gave  as  the  reason? 

Senator  Ferguson.  The  reason  for  not 

Dr.  Whitman  (interposing).  For  restricting  importation? 

Senator  Ferguson.  Yes. 

Dr.  Whitman.  The  reasons  were  not  given  by  Cuba.  The  reasons 
were  given  by  the  Foreign  Economic  Administration,  to  this  effect, 
that  if  unlimited  beverage  importation  to  the  United  States  were 
permitted,  so  much  molasses  would  be  used  for  that  purpose  in  the 
islands  that  we  wouldn’t  be  getting  the  molasses  for  the  industrial 
alcohol  program. 

That  is  absolutely  the  reason. 

It  is  a diversion  of  a raw  material  into  beverage. 

Senator  Ferguson.  How  do  you  account  for  this  request,  that  any 
alcohol  or  any  molasses  shipped  up  here  should  not  be  used  for  the 
purpose  of  releasing  the  American  facilities  for  making  beverage 
alcohol? 

Dr.  Whitman.  That  was  a Cuban  request. 

Senator  Ferguson.  Yes.  Now,  how  do  you  account  for  that,  if 
your  other  reason  is  a correct  one?  Why  would  Cuba  make  that 
kind  of  a request. 

Dr.  Whitman.  May  I go  back  for  just  a minute  to  point  out  that 
Cuba  did  not  request  that  we  put  any  import  control.  It  was  our 
own  Government,  the  Foreign  Economic  Administration,  which  sug- 
gested that  we  put  in  import  control. 

Senator  McCarran.  I must  have  misunderstood  you,  sir,  because 
I certainly  got  it  just  a few  minutes  ago  that  that  condition  was  put 
in  at  the  request  and  at  the  demand  of  Cuba. 

If  I am  in  error  I certainly  would  have  gone  away  with  the  error. 

Dr.  Whitman.  Could  I repeat  just  so  there  is  no  mistake  in  the 
record? 

Senator  McCarran.  Yes,  sir. 
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Dr.  Whitman.  The  request  for  the  inauguration  of  import  control 
was  by  our  own  Foreign  Economic  Administration.  It  was  not  a 
request  from  Cuba. 

Senator  McCarran.  AU  right. 

Senator  Ferguson.  But  wait,  didn’t  it  come  because  of  Cuba’s  de- 
mand or  request? 

Dr.  Whitman.  No,  sir. 

Senator  Ferguson.  In  other  words,  this  came  out  of  our  own  De- 
partment here  eithout  any  knowledge  or  statement  from  Cuba? 

Dr.  Whitman.  Senator,  do  you  realize  that  this  is  not  particularly 
palatable  to  Cuba?  They  didn’t  want  to  be  restricted  in  importation. 

Senator  Ferguson.  Well,  what  about  the  request  of  Cuba  that 
what  she  did  import  was  to  be  used  for  industrial  purposes,  would  in 
no  way  release  any  of  our  facilities? 

Dr.  Whitman.  I think,  sir,  those  questions  should  be  asked  of  the 
Foreign  Economic  Administration  because  they  handled  the  negotia- 
tions with  the  Cubans,  for  which  the  War  Production  Board  wasn’t 
in  the  slightest  responsible,  and  the  War  Production  Board  has  not 
been  advised  that  any  such  restrictions  are  part  of  the  consummated 
agreement. 

Senator  Ferguson.  But  you  know  them  to  be  a fact,  don’t  you, 
Doctor,  those  restrictions  as  regards  imports? 

Dr.  Whitman.  Oh,  the  restriction  as  to  import  of  beverage  is  a 
fact. 

Senator  Ferguson.  As  to  what  should  be  done  with  it  has  been 
accepted? 

Dr.  Whitman.  No,  sir.  Not  so  far  as  any  information  which  has 
been  transmitted  to  us,  and  we  are  the  people  who  are  handling  that 
alcohol. 

Senator  Ferguson.  So,  there  is  no  restraint  at  the  present  time 
upon  alcohol  for  beverage  purposes? 

Dr.  Whitman.  You  are  quite  correct.  There  is  no  restraint  at  all. 

There  has  been  a misconception,  a rumor,  to  the  effect  that  we  w ere 
under  the  restraint  of  a Cuban  agreement  which  would  affect  our 
right  to  produce  beverage  in  this  country. 

To  the  best  of  my  information,  that  is  an  absolutely  baseless  rumor. 

Senator  McCarran.  But  it  was  a request  as  you  understood  it  from 
Cuba? 

Dr.  Whitman.  I thinlc  so  but  I would  prefer  it  you  want  to  go  into 
that  that  it  w'ould  be  the  Foreign  Economic  Administration  which 
w^ould  speak  on  that  point. 

Senator  McCarran.  Just  on  the  side.  Doctor,  isn’t  it  true  that  not 
so  very  long  ago  the  industry — and  w’hen  I use  the  term  “industry”  I 
mean  the  distillers  of  the  continental  United  States — offered  to  buy  the 
alcohol  in  Cuba,  all  of  the  commercial  alcohol  in  Cuba,  and  trade  the 
same  to  you,  or,  rather,  to  the  United  States  Government,  for  pure 
grain  alcohol? 

Wasn’t  that  offer  made  to  your  knowdedge? 

Dr.  Whitman.  I understand  that  one  distiller  advocated  such  a 
plan. 

Senator  McCarran.  Well,  w^asn’t  the  offer  made  to  do  that? 
And  wasn’t  it  rejected  by  you  or  your  division? 
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Dr.  Whitman.  W ell,  the  offer — I cannot  say  whether  this  is  officially 
true  or  not.  I believe  the  offer  was  made  to  the  Foreign  Economic 
Administration  which  was  the  responsible  party  for  foreign  purchases. 
It  was  discussed  with  some  of  us. 

Senator  McCarran.  Do  you  recall  the  incident  of  our  meeting  at 
the  Secretary  of  the  Treasury’s  office? 

Dr.  Whitman.  Yes. 

Senator  McCarran.  And  the  discussion  in  which  it  was  stated  as 
I recall  it  in  your  presence  that  such  was  the  case,  that  the  matter  was 
submitted  to  you  but  had  not  been  approved  by  you? 

Dr.  Whitman.  Yes.  I also  recall  the  statement  made  by  General 
Schwengel  who  has  been  the  proponent  of  this  scheme,  that  it  was 
officially  presented  to  F.  E.  A.  as  the  responsible  agency. 

Senator  Ferguson.  I notice  you  call  it  a scheme.  Is  that  what  you 
think  of  it? 

Dr.  Whitman.  A plan. 

Senator  Ferguson.  You  used  the  word  “scheme.” 

Dr.  Whitman.  I have  no  implication  in  the  word  “scheme.”  I 
will  call  it  a plan. 

Senator  Ferguson.  I wondered  if  that  had  any  meaning. 

Dr.  Whitman.  No,  sir.  Call  it  a plan. 

Senator  McCarran.  All  right. 

Mr.  SouRwiNE.  Dr.  Whitman,  coming  back  to  the  question  of  a 
break-down  of  how  you  arrive  at  your  figure  of  165,000,000  gallons  of 
invert  molasses  and  sugar,  you  were  telling  us  how  you  arrived  at  that 

figure.  . 

Dr.  Whitman.  Yes.  I wdl  run  through  that  if  you  would  like  to 

have  me. 

Mr.  Sour  WINE.  Very  briefly.  Doctor. 

Dr.  Whitman.  We  are  figuring  on  a million  short  tons  of  sugar  from 
Cuba. 

Mr.  Sour  WINE.  Yes,  sir. 

Dr.  Whitman.  Most  of  it  will  be  produced  there  in  the  form  of 
invert  molasses. 

Mr.  SouRWiNE.  Yes,  sir. 

Dr.  Whitman.  It  now  appears  that  900,000  tons  of  it  will  be  pro- 
duced in  the  form  of  invert  molasses.  That  will  be  the  big  bidk  of 
the  raw  material  that  we  will  get  from  the  Cubans  for  our  alcohol 

program.  • i j 

Added  to  that  will  be  certain  amount  of  blackstrap  molasses  picked 

up  from  Cuba  and  other  islands.  j ■ t 

That  combination  will  be  the  basis  for  our  own  U.  S.  production  of 
industrial  alcohol,  the  production  of  part  of  our  butyl  alcohol  in  the 
United  States,  and  the  production  of  certain  alc.ohol  over  in  the  Bntish 
Isles 

The  amount  of  butyl  alcohol  and  the  amount  used  in  England,  if 
expressed  back  in  terms  of  tons  of  sugar  we  figure  to  be  about  320,000 

So  one  way  of  expressing  it  would  be  to  say  that  our  own  industrial 
ethyl  alcohol  program  will  be  680,000  tons  of  sugar,  that  is,  1,000,000 
minus  320. 

NIr.  SouRWiNE.  VTiich  you  then  convert  into  165,000,000  gallons 
of  alcohol? 

Dr.  Whitman.  No.  You  have  jumped  the  gun. 
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Mr.  SouRWiNE,  Excuse  me. 

Dr.  Whitman.  Six  himdred  and  eighty  thousand  tons,  plus  the 
blackstrap  molasses,  which  will  finally  altogether  be  equivalent  to 
making  165,000,000  gallons  of  alcohol. 

Does  that  explain  it? 

Mr.  SouRWiNE.  What  would  your  tonnage  figure  be  after  you  have 
added  your  sugar  equivalent  in  your  blackstrap  to  your  680,000  tons 
that  you  mentibned? 

Dr.  Whitman.  The  amount  of  blackstrap  molasses — I beheve  that 
new  figure  that  you  are  going  to  get  from  all  of  the  islands  will  give  a 
magnitude  of  enough  blackstrap — this  is  pretty  rough  (using  slide 
rule)  to  make  perhaps  fifty  to  sixty  million  gallons  of  alcohol  from  it. 

hir.  Sourwine.  Well,  I am  trying  to  check  it  in  tons  of  sugar  equiv- 
alent, because  that  was  your  denominator.  I cannot  add  gallons  of 
alcohol  to  tons  of  sugar. 

Dr.  Whitman.  But  you  can  add  gallons  of  alcohol  to  gallons  of 
alcohol. 

Mr.  Sourwine.  Yes.  And  I can  add  tons  of  sugar  to  tons  of  sugar. 
Now,  you  get  at  W.  P.  B.  six  hundred  thousand-and-odd  tons  of 
sugar? 

Dr.  Whitman.  Yes. 

Mr.  Sourwine.  Then  you  are  going  to  add  enough  blackstrap  so 
that  the  total  would  be  165,000,000  gallons  of  alcohol.  I just  wanted 
to  make  that  addition  with  you  in  terms  of  sugar. 

Dr.  Whitman.  Well,  no  one  talks  about  residual  blackstrap  in  terms 
of  tons  of  raw  sugar,  but  I will  try  to  give  you  a figure  wliich  will  fit 
your  position. 

Mr.  Sourwine.  In  other  words.  Doctor,  when  you  say  165,000,000 
gallons,  that  is  not  a mathematic^  calcidation  based  on  total  tons  of 
sugar? 

Mr.  Whitman.  I will  figure  it  out  for  you. 

Senator  Ferguson.  You  mean.  Doctor,  he  asked  you  a question 
and  you  couldn’t  use  that  slide  rule? 

Mr.  Whitman.  I am  trying  to  do  it  most  simply  if  I can. 

I would  guess  that  all  of  that  blackstrap  would  be  equivalent  to 
about  440,000  tons  of  sugar,  for  your  purpose  of  addition,  although  it 
has  very  little  physical  significance. 

Mr.  Sourwine.  It  brings  us  back  roughly  to  the  equivalent  of  a 
million  tons? 

Mr.  Whitman.  That  is  right. 

Mr.  Sourwine.  Now,  is  that  the  total  amount  that  you  anticipate 
being  able  to  get  from  the  Caribbean? 

Mr.  Whitman.  That  is  our  best  guess  right  now,  yes. 

Mr.  Sourwine.  Is  that  because  there  is  no  more  molasses  or  because 
you  can’t  get  the  bottoms  to  bring  it  up  to  this  country? 

Air.  Whitman.  I think  there  is  one  of  the  few  cases  where  maybe 
the  two  are  getting  pretty  close  together. 

It  is  primarily  because  we  can’t  get  more  molasses,  but  the  shipping 
situation  has  become  somewhat  tighter  than  it  looked  2 months  ago, 
and  if  we  could  get  more  molasses,  we  would  be  pretty  hard  put  for 
the  moment  in  the  next  30  days  to  handle  the  molasses. 

Mr.  Sourwine.  What  would  be  the  total  amount  of  the  molasses 
you  could  bring  from  Cuba  during  this  entire  calendar  year,  including 
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what  has  already  been  brought  up,  if  you  had  an  inexhaustible  stock 
pile  of  molasses  in  Cuba?  Have  you  any  estimate  on  that? 

Mr.  Whitman.  You  are  asking  me  what  is  our  probability  of  moving 

it  by  ships? 

Mr.  SouRWiNE.  That  is  right.  ^ . 

Mr.  Whitman.  Now,  I w’ill  have  to  explain  a little  on  that  point 
because  the  ship  movement  is  particularly  critical  dwing  the  sugar 
season. 

Mr.  SouRWiNE.  I don’t  want  the  background,  Doctor. 

Mr.  Whitman.  Well,  if  you  don’t  want  the  background,  I can’t 

answer  your  question. 

Mr.  SouRWiNE.  All  right.  You  have  not  even  a rough  estimate  on 
how  much  you  could  bring  in?  I am  willing  to  accept  your  word  for 
the  factors  that  are  included.  I am  just  trying  to  get  the  end  result 

Ii6r6. 

Mr.  Whitman.  I don’t  believe  I can  answer  your  question  if  you 

are  not  interested  in  the  background.  i . 

Mr.  SouRWiNE.  It  is  like  when  you  look  at  that  slide  rule,  Doctor. 

I don’t  understand  the  use  of  it,  but  I accept  the  figure  when  it  comes 

to  me.  ^ !•  1 1 "L  • 

I know  that  when  you  are  looking  at  that  slide  rule  you  achieve  a 

much  more  accurate  result  than  by  mental  arit  hmetic,  because  I know 

it  is  valuable  to  you.  . , •/■  t •* 

Mr.  Whitman.  Ask  me  the  question  agam  and  see  if  i can  answer  it. 

Mr.  SouRWiNE.  Yes,  sir. 

What  is  the  amount  per  month,  of  molasses,  that  can  be  moved 

from  Cuba  with  reasonable  prospective  available  shipping? 

Mr.  Whitman.  Well,  you  are  asking  me  a question  which  1 cant 
answer  because  I don’t  know  what  the  prospective  shipping  is  gomg 
to  be. 

Mr.  SouRWiNE.  Yes;  I understand.  f i. 

Mr,  Whitman.  But  I can  answer  it  if  you  will  accept  this  fact,  that 
the  bottleneck  is  right  here  in  the  springtime  while  the  sugar  season  is 
on,  when  the  invert  molasses  which  is  made  must  be  moved  out  of 
tanks  or  you  have  to  quit  making  it. 

Mr.  SouRWiNE.  Yes,  sir.  , , . • .,1  • 

Mr.  Whitman.  Now,  unless  you  have  the  ships  in  the  spring,  it 

doesn’t  do  you  a lot  of  good  to  have  the  ships  in  the  fall  because  you 
couldn’t  make  the  molasses  in  the  first  place. 

Senator  Ferguson.  Unless  they  have  storage  tanks. 

Mr.  Whitman.  That  is  right.  I am  assuming  we  are  going  to  use 
effectively  all  the  storage  we  have  in  Cuba.  Still,  the  critical  time  is 
right  now  of  being  able  to  purge  these  tanks  of  molasses  so  they  w ill 

be  empty  for  more  molasses  to  come  in. 

Mr.  Sourwine.  Actually  the  limiting  factor  on  the  amount  we  can 

bring  in  is  the  shipping  which  is  available? 

Mr.  Whitman.  It  happens  to  be  so  right  now.  , . 

Mr.  Sourwine.  You  know,  of  course,  that  the  Cuban  crop  is  going 
to  be  bigger  than  it  was  anticipated  a few  months  ago? 

Mr.  Whitman.  Yes;  and  we  are  going  to  get  more  invert  molasses 

on  that  basis  than  was  anticipated. 

Mr  Sourwine.  Doctor,  do  you  know  what  the  total  shipments  ot 

molasses  to  this  country  from  Cuba,  Santo  Domingo,  and  Haiti  were 
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during  the  month  of  February  of  last  year  and  during  the  month  of 
February  of  this  year? 

Mr.  Whitman.  I do  have  those  figures,  but  I don’t  have  them  with 
me.  We  do  keep  a close  record  of  those. 

Senator  Ferguson.  Can  you  let  the  committee  have  those  figures 
for  January,  February,  March  and  April,  sir? 

Mr.  Whitman.  I think  so.  I don’t  know'  whether  they  w'lU  have 
to  be  regarded  as  confidential,  but  we  can  certainly  get  them  to  you. 

(The  figures  referred  to  were  later  supplied  by  the  witness,  as 
follows:) 

Receipts  of  Defense  Supplies  Corporation  molasses  from  Caribbean  area 

[Physical  gallons] 

19U 

January 20,  200,  000 

February  30,  740,  000 

Sch  36,680,000 

Apm 34,  iso,  000 

Total 121,770,000 

Senator  Ferguson.  Why  wmuld  they  be  regarded  as  confidential? 

Mr.  Whitman.  I don’t  know'.  It  has  to  do  w'ith  shipping.  So  I 
don’t  want  to  commit  myself  in  advance  that  they  w'ouldn’t  have  to 

be  confidential.  . i 

Mr.  Sourwine.  Doctor,  I am  going  to  get  into  another  subject 
that  may  be  confidential,  but  I w'ill  try  not  to  overstep  the  bounds 
of  what  has  already  been  made  public. 

I am  going  back  to  direct  military  uses. 

Yom’  estimate 

Senator  Ferguson.  Have  you  got  the  question? 

Mr.  Whitman.  Yes. 

Mr.  Sourwine.  On  December  1,  1943,  your  estimate  of  require- 
ments of  alcohol  for  direct  military  use  during  1943  was  43,000,000 
gallons:  is  that  right,  sir? 

Mr.  W HITMAN.  It  may  w'ell  be. 

Mr.  Sourwine.  Well,  I assm-e  you  I am  not  trying  to  trick  you  on 
any  of  these  questions.  I am  quoting  the  figure  as  I have  compiled 
it  from  W.  P.  B.  official  records. 

Mr.  Whitman.  That  w'as  for  this  year 

Mr.  SouRWTNE.  For  1943,  sir. 

Mr.  Whitman.  For  1943? 

Mr.  SouRW'iNE.  It  was  5'our  December  1 estimate. 

Mr.  Whitman.  And  what  w'as  it  again? 

Mr.  SouRW'iNE.  43,300,000  gallons. 

Mr.  Whitman.  All  right. 

Mr.  Sourwtne.  You  subsequently  revised  that  estimate  dow'nward 
to  39.9  million  gallons? 

Mr.  Whitman.  Yes. 

Mr.  Sourwine.  That  represented  then,  I presume,  actual  use. 
The  first  w'as  an  estimate,  the  second  w'as  an  actual  use  figure? 

Mr.  Whitman.  Yes. 

Mr.  Sourwine.  How'ever,  by  December  1 of  1943  you  were  able 
to  tell  that  direct  military  requirements  for  that  year  would  not 
exceed  43,000,000  gallons? 


698 


LIQUOR  INDUSTRY 


Mr.  Whitman.  Of  course,  the  actual  figm-e  might  have  turned  out 
to  be  46. 

Mr.  SouRWiNE.  Well,  it  did  turn  out  a little  lower.  But  you 
knew 

Mr.  Whitman.  We  knew  what  it  was  going  to  be,  approximately. 

Mr.  SouRWiNE.  Why  was  it  then,  that  on  that  same  date,  that  is, 
December  1,  1943,  you  estimated  direct  military  requirements  for 
1944  would  be  60,000,000  gallons? 

Mr.  W'hitman.  I think  that  is  a matter  that  I would  like  to  tell 
the  committee  in  private,  if  I may.  Oh,  I guess  I could  explain  that 
as  of  that  time;  when  that  estimate  was  made  we  anticipated  that 
there  might  be  a rather  large  Air  Corps  need  which  didn’t  develop. 

Mr.  SouRwiNE.  On  October  20,  1943,  you  had  estimated  the  1944 
requirement  for  direct  military  use  as  48,000,000  gallons. 

On  December  1,  although  you  knew  by  that  time  that  use  during 
1943  would  not  exceed  43,000,000  gallons,  you  upped  the  1944  esti- 
mate to  60,000,000  gallons. 

Mr.  Whitman.  I have  just  explained  that,  sir. 

Mr.  SouRwiNE.  And  then  on  January  3,  1944,  1 month  later,  you 
put  that  estimate  back  down  to  48,000,000  gallons. 

Mr.  Whitman.  Yes,  isn’t  that  interesting?  That  is  what  happens 
all  the  time  in  this  planning,  that  it  seems  that  some  need  will  develop 
and  it  gets  to  the  point  of  where  it  should  be  allowed  in  the  planning, 
and  then  it  turns  out  that  it  isn’t  going  to  be  needed. 

Mr.  Sourwtne.  W’^ell,  now.  Doctor,  your  December  1 estimate  of 
requirements  showed  the  lend-lease  figure  down  about  18,000,000 
gallons  from  the  estimate  of  October,  and  the  figure  for  the  rubber 
program  down  about  20,000,000  gallons. 

Isn’t  that  one  of  the  reasons  why  the  estimated  requirements  for 
direct  military  use  and  indirect  military  and  civilian  use  were  in- 
creased? 

Mr.  Whitman.  No,  sir. 

Senator  Ferguson.  It  wasn’t  because  you  had  more  that  you  gave 
them  more? 

Mr.  Whitman.  No,  sir. 

Mr.  SouRwiNE.  It  just  happened  that  one  end  of  the  scales  went 
down  when  the  other  end  went  up? 

Mr.  Whitman.  That  is  correct. 

Mr.  SouRwiNE.  No  cause  and  effect? 

Mr.  Whitman.  No,  sir. 

Mr.  SouRwiNE.  There  wasn’t  any  effort  to  keep  the  total  require- 
ments figure  as  nearly  constant  as  possible? 

Mr.  Whitman.  No,  sir. 

Mr.  SouRwiNE.  The  following  month,  according  to  your  estimate, 
as  of  January  3,  the  figures  for  lend-lease  and  for  the  rubber  program 
went  up  again,  and  the  figures  for  direct  military  use  and  for  anti- 
freeze went  down.  The  same  answer?  The  scales  tipped  the  other 
way,  but  that  was  just  a coincidence? 

Mr.  Whitman.  Yes. 

Mr.  SouRwuNE.  On  April  20  of  1943,  a little  over  a year  ago,  you 
estimated  the  requirements  for  direct  military  use  for  1943  as  slightly 
over  61,000,000  gallons.  That  estimate  turned  out  to  be  about  50 
percent  above  requirements. 
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Now,  this  April  you  estimated  the  requirements  for  direct  military 
use  for  this  year  as  24.6  million  gallons.  Is  that  figure  50  percent 
too  high  also? 

Mr.  Whitman.  Not  as  far  as  I know. 

Mr.  SouRwiNE.  Can  you  say  how  much  too  high  it  might  be? 

Mr.  Whitman.  I have  given  you  confidentially  our  latest  estimate 
on  this,  which  you  can  consult. 

* Mr.  SouRwiNE.  I am  trying  to  keep  that  confidential  communica- 

tion out  of  this  record. 

, ^ ' Mr.  Whitman.  But,  sir,  I am  unable  to  testify  openly  on  something 

/ which  I have  previously  told  you  I am  not  supposed  to.  I have 

given  you  the  figures. 

Mr.  Sour  WINE.  You  know  that  if  a newspaperman  is  hot  after  a 
story,  the  best  way  to  keep  him  from  springing  the  story  is  to  give 
it  to  him  off  the  record,  don’t  you? 

Mr.  Whitman.  I didn’t  know  that. 

Mr.  SouRWiNE.  I will  assure  you  it  is  true,  if  it  is  a reputable  news- 
paperman. This  being  a reputable  committee,  I suppose  there  is 
some  analogy. 

Doctor,  when  you  talk  about  the  working  inventory  at  the  synthetic 
rubber  plants,  what  do  you  mean? 

Mr.  Whitman.  I mean  the  amount  of  alcohol  which  they  have  in 
tankage  ready  to  run  into  the  butadiene  plants,  and  when  I say 
“working  inventory”  I mean  the  estimate  of  the  amount  below  which 
their  inventory  should  not  drop  if  they  are  going  to  be  sure  of  con- 
tinuing steady  operation. 

Mr.  SouRWiNE.  For  how  long? 

Mr.  Whitman.  Continuing  steady  operation. 

Mr.  SouRwiNE.  You  mean  continuing  at  all? 

Mr.  Whitman.  Yes.  If  they  are  going  to  be  sure  of  continuing 
steady  operation. 

Now,  let  me  point  out 

Senator  Ferguson.  How  many  days  would  you  say  they  should 
have? 

Mr.  Whitman.  I should  think  that  the  synthetic  rubber  plants 
desirably  should  have  at  least  3 weeks  of  stocks.  It  must  be  remem- 
bered that  floods  come  in  to  interrupt  transportation  and  that  you 
can’t  completely  empty  these  tanks  and  keep  running  steadily. 

Mr.  SouRWiNE.  If  you  figure  on  a 30-day  rather  than  a 3-week 
' basis,  what  would  you  say  the  working  inventory  of  the  synthetic 
rubber  plants  is? 

Mr.  Whitman.  W^ell,  that  would  be  about  30,000,000  gallons. 

Senator  Ferguson.  Would  that  be  added  to  that  105,000,000  that 
you  gave  the  other  day — stock  pile? 

Mr.  Whitman.  I said  the  stocks  on  April  15  were  87% — I have  also 
said  88 — million  gallons.  That  is  Government  stocks. 

Senator  Ferguson.  Plus  17,000,000? 

Mr.  Whitman.  I said  that  private  industry  might  have  as  much 
as  20,000,000  gallons  of  stocks,  but  I am  not 

Senator  Ferguson  (interposing).  That  is  107,000,000.  Then  you 
would  add  to  that  another  30,000,000  at  the  plant? 

Mr.  Whitman.  No,  sir. 

Senator  Ferguson.  Would  you  take  that  out,  the  30,000,000? 
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Mr.  Whitman.  The  87  million  of  Government  stocks  includes 
these  working  stocks  at  the  butadiene  plants. 

Senator  Ferguson.  You  would  subtract  that  if  you  were  getting  at 
that? 

Mr.  Whitman.  Yes.  I have  said  at  one  time  or  another  we  figure 
the  total  working  stocks  needed  for  the  synthetic  rubber  plants,  the 
arsenals,  lend-lease  terminals,  is  about  30,000,000  gallons,  so,  con- 
ventionally, I would  say  that  if  we  have  88,000,000  gallons  of  Govern- 
ment stocks,  I deduct  from  it  the  30,000,000  of  necessary  minimum 
inventory,  and  so  I have  57,000,000  of  what  I call  reserve  stocks.  ' 

That  57,000,000  gallons  is  what  I think  of  as  our  reserve  stock  pile 
at  the  present  time. 

Senator  Ferguson.  How  much  capacity  have  you  for  storage  of  a 
stock  pile? 

Mr.  Whitman.  We  have  a total  capacity — or  we  had  at  one  time  a 
capacity  of  over  150,000,000  gallons.  As  the  stocks  have  diminished 
and  we  don’t  expect  ever  to  have  that  amount  of  alcohol  again,  I 
believe  that  the  leases  of  the  tanks  which  were  being  employed  for 
that  purpose  have  been  given  up,  and 

Senator  Ferguson  (interposing).  WTiat  is  your  capacity  today  for 
the  Government  facilities? 

Mr.  Whitman.  I think  we  have  got  a little  bit  more  than  100,000,000 
gallons  of  tankage  in  which  this  88,000,000  gallons  is  contained. 

Senator  Ferguson.  Isn’t  it  possible  to  do  this  job  with  safety  on 

50.000. 000  stock  pile? 

Mr.  Whitman.  No,  sir;  not  in  my  opinion. 

Now,  we  are  talking  about  total  Government  stocks? 

Senator  Ferguson.  Yes.  Who  else  gives  opinions,  and  how  is  that 
opinion  made  up?  Can  we  get  the  data  from  which  that  opinion  of 

88.000. 000  is  the  limit? 

Mr.  Whitman.  Eighty-eight  is  not  the  limit,  sir.  Eighty-eight 
happens  to  be  the  position  at  the  moment. 

Senator  Ferguson.  Well,  what  is  the  minimum  amount  that  would 
be  safe? 

Mr.  Whitman.  I tliink  that  Mr.  Nelson  described  that  in  his  testi- 
mony by  saying  that  it  depends  upon  the  anticipated  supplies  and 
requirements  of  the  future  and  the  stocks  as  they  exist  at  that  time. 

The  Chairman.  Well,  would  you  say  it  might  be  as  much  as 

150.000. 000  gallons? 

Mr.  Whitman.  I don’t  think  we  will  ever  go  150,000,000  gallons 
again.  In  the  first  place,  I don’t  think  we  could  get  it,  and  in  the 
second  place  I don’t  think  we  need  it.  We  went  to  150,000,000 
gallons  before — we  didn’t  get  up  that  high — before  the  synthetic- 
rubber  plants  began  to  take  alcohol  at  that  tremendous  rate. 

Senator  Ferguson.  What  is  that  monthly  capacity? 

Mr.  Whitman.  May  I go  one  point  further? 

^^^Iat  we  were  doing  was  storing  alcohol  during  the  period  when  we 
could  make  more  alcohol  than  we  were  using  against  the  later  period 
when  our  usage  was  going  to  be  greater  than  our  capacity. 

Senator  Ferguson.  What  is  our  capacity  today,  per  month? 

Mr.  W hitman.  To  make  alcohol? 

Senator  Ferguson.  Yes. 
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Mr.  Whitman.  The  country’s  capacity — well,  for  the  whole  year — 
we  figure  that  capacity  to  be  611,000,000  gallons  minus  the  importa- 
tion. Do  you  want  to  include  that? 

Senator  Ferguson.  Yes;  what  is  it  monthly,  our  capacity? 

Mr.  Whitman.  Their  average  over  the  year  is  586,000,000  gallons, 
which,  divided  by  12 — if  I may  use  this  slide  rule — will  average  over 
the  year  about  49,000,000  gallons  a month. 

Now,  that  is  a varying  figure,  seasonally,  and  also  because  we  have 
a few  plants  which  are  not  yet  up  to  capacity.  It  should  be  running 
better  later  on. 

' . Senator  Ferguson.  So,  we  have  about  a little  better  than  2 months’ 

/ supply  now  with  the  107,000,000  gallons?  We  have  got  49 

Mr.  Whitman  (interposing).  Yes. 

Senator  Ferguson.  Do  you  know  of  anything  that  could  happen 
that  could  prevent  this  country  from  making  in  the  neighborhood  of 
the  49,000,000  gallons  per  month? 

Mr.  Whitman.  Yes,  sir. 

Senator  Ferguson.  What  is  it? 

Mr.  Whitman.  In  the  first  place  if  we  don’t  have  grain.  That  is 
perhaps  our  biggest  threat. 

Senator  Ferguson.  Have  you  been  kept  in  the  past  from  making 
alcohol  because  of  the  lack  of  grain? 

Mr.  Whitm.\n.  We  have  been  kept  from  making  alcohol  as  fast  as 
we  could  because  we  couldn’t  get  corn.  We  have  had  to  prohibit  for 
a period,  from  the  1st  of  July  until  the  1st  of  December,  the  use  of  any 
corn  for  making  alcohol. 

Senator  Fergusqn.  Just  recently  didn’t  you  put  some  rule  in  re- 
quiring them  to  use  so  much  corn  in  making  alcohol? 

Mr.  Whitman.  No,  sir.  We  put  in  a regulation — or  we  put  in  an 
annoimcement — that  they  would  be  permitted  to  use  up  to  a certain 
amount  of  corn  in  certain  distilleries.  Actually  they  haven’t  been 
able  to  get  the  corn. 

Senator  Ferguson.  Oh,  you  gave  them  the  right  to  do  something 
that  they  couldn’t  do? 

Mr.  Whitman.  That  is  right.  It  turned  out  they  couldn’t  get  the 
com. 

Senator  Ferguson.  How  does  it  come  that  you  gave  them  that 
right  in  the  face  of  what  we  now  know  as  a sreat  scarcity  of  com? 

, Mr.  Whitman.  It  was  given  to  them  only  on  the  approval  of  the 

War  Food  Administration. 

Senator  Ferguson.  WYll,  didn’t  the  W^ar  Food  Administration 
know  how  much  corn  there  was?  Didn’t  they  know  or  anticipate 
this  shortage  where  people  can’t  even  feed  their  stock? 

Mr.  Whitman.  I expect  you  had  better  ask  War  Food  Adminis- 
tration about  that.  Let  me  say.  Senator,  that  all  we  were  doing  was 
saying,  “If  you  can  get  corn,  you  no  longer  are  completely  prohibited 
from  using  it.” 

Certain  distilleries  in  areas  that  are  near  the  Corn  Belt  would  have 
the  right,  if  they  could  get  corn,  to  use,  let’s  say,  up  to  45  percent  corn 
in  the  mixture.  Practically  speaking,  they  couldn’t  get  it,  and  now, 
of  course,  other  changes  have  occurred  in  the  corn  situation  which 
makes  it  even  less  likely  that  they  would  get  it. 
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Senator  Ferguson.  Couldn’t,  with  any  judgment  at  all,  all  this 
have  been  anticipated?  I thought  this  morning,  I understood  at 
least,  that  W.  P.  B.  was  more  than  the  user  of  a slide  rule,  that  their 
judgment  went  into  the  various  things. 

Mr.  Whitm.\n.  It  has,  sir. 

Senator  Ferguson.  It  has  in  effect,  but  I am  really  asking  that 
now  because  I want  to  know.  Are  you  a slide  rule?  Do  you  just 
manipulate  slide  rules  or  do  you  use  judgment  in  the  doing  of  these 
things  by  order? 

Mr.  Whitman.  I expect  you  will  have  to  exercise  your  own  opinion 
on  that. 

Senator  Ferguson.  No;  but  I want  to  know  about  this  corn  order. 
You  say  that  you  issued  an  order. 

Mr.  \\  HITMAN.  Sir,  that  was — let  me  go  back  on  the  corn. 

At  the  request  of  War  Food  Administration  we  put  in  a restriction 
which  prohibited  any  use  of  corn  because  of  the  difficult  situation. 

Senator  Ferguson.  When  was  that? 

Mr.  Whitman.  That  was  early  in  July  of  1948. 

Senator  Ferguson.  All  right.  Now,  let’s  take  the  next  order. 
WTien  did  the  next  order  come? 

Mr.  Whitman.  I will  go  just  a little  behind  that. 

During  the  previous  8 months,  we,  in  collaboration  with  the  War 
Food  Administration,  had  been  urging  the  distilleries  to  shift  to  wheat 
just  as  much  as  possible,  and  the  requirement  that  the  distillers  had 
to  use  a certain  percentage  of  wheat  along  with  their  corn. 

It  finally  got  to  the  point  where  we  prohibited  corn,  and  it  wasn’t 
until  December  when  corn  movements  were  somewhat  better  that 
War  Food  Administration  advised  us  that  we  could  partially  remove 
this  prohibition  on  corn'. 

Senator  Ferguson.  Then  what  kind  of  an  order  did  you  put  in 
' and  when  did  you  put  it  in? 

^ Mr.  Whitman.  All  we  put  in  was  instructions  to  distillers  that  dur- 

i ing  the  next  month — I believe  it  was  the  month  of  December — they 

would  be  permitted  to  use  up  to  45  percent  of  corn,  and  that  was  only 
for  distillers  in  the  right  geographical  location.  Then  that  was 
extended  to  apply  into  the  first  quarter  of  1944. 

It  was  merely  a permission  to  do  it,  overruling  the  previous  pro- 
hibition. 

Senator  Ferguson.  Now,  was  there  any  judgment  upon  the  part 
of  W.  P.  B.,  or  were  you  merely  following  what  you  had  been  requested 
by  the  War  Food  Administration? 

Air.  Whitman.  There  was  judgment  to  this  extent,  sir,  that  we 
had  extensive  conferences  with  the  War  Food  Administration  pointing 
out  the  disadvantage  to  the  alcohol  program  of  not  being  able  to  use 
corn,  and  urging  upon  the  War  Food  Administration  that  they  be  as 
generous  as  they  felt  they  could  be  in  allowdiig  the  use  of  corn. 

Then  we  put  our  telegrams  out  on  the  basis  of  the  agreement  which 
War  Food  said  that  we  could  go  up  to  45  percent  corn  in  certain  places 
if  they  could  get  the  corn. 

Senator  Ferguson.  Well,  if  you  can  get  the  corn;  all  right. 

Air.  Whitman.  Now,  there  wasn’t  a slide  rule  in  that,  sir. 

Senator  Ferguson.  No  slide  rule. 

Air.  Whitman.  No,  sir. 
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Senator  Ferguson.  All  right,  now,  today  are  they  allowed  to  use 
corn  if  they  can  get  it? 

Mr.  Whitman.  Yes.  Within  the  same  limitations.  Generally, 
near  the  corn  area,  if  they  can  get  it,  a number  of  distilleries  are 
allowed  to  use  up  to  45  percent  corn,  but  I think  that  is  getting  tougher 
and  tougher. 

Senator  Ferguson.  But  you  don’t  change  the  rule,  it  just  gets 
, tougher  and  tougher  and  when  they  can’t  get  it,  why,  the  rule  be- 

comes automatic? 

Air.  Whitman.  I don’t  think  we  have  sent  any  telegrams  recently 
on  that.  It  is  a permissive  affair. 

* Air.  SouRWiNE.  If  you  took  away  from  the  rubber  plants  half  of  this 

30,000,000  gallons  of  workmg  inventory,  could  they  continue  to 
operate? 

Air.  W HITMAN.  I think  we  would  hear  an  awful  howl  from  them. 

Air.  SouRWiNE.  But  they  could  continue  to  operate,  couldn’t  they? 

Air.  Whitman.  I think  they  would  probably  have  to  reduce  their 
capacity  because  they  would  not  be  assured  of  being  able  to  run  the 
next  few  days  at  that  rate. 

Air.  SouRwiNE.  Well,  if  you  took  away  half  of  it,  they  would  still 
have  enough  to  assure  15  days  of  operation  at  capacity,  wouldn’t  they? 

Air.  Whitman.  I didn’t  say  that  the  rubber  plants  were  going  to 
have  30,000,000  gallons  of  minimum  inventory.  I said  that  the 
rubber  plants,  plus  the  arsenals  and  the  lend-lease  terminals  combined 
would  have  30,000,000  gallons. 

Air.  SouRWiNE.  How  much  is  the  lend-lease  terminals,  do  you 
know? 

Air.  Whitman.  I don’t  know  at  the  moment. 

Air.  SouRwiNE.  Do  you  know  whether  they  will  send  any  more? 

Air.  Whitman.  Yes. 

Air.  SouRwiNE.  The  policy  in  that  regard  hasn’t  changed?  You 
are  still  carrjung  some  at  lend-lease  termhials? 

Air.  Whitman.  Of  course,  you  have  to.  That  is  just  the  regular 
operation  of  a business.  You  can’t  have  a ship  come  in  and  have  all 
of  its  alcohol  a thousand  miles  away  and  then  have  to  go  and  try  to 

Mr.  Sourwine  (interposing).  Well,  what  is  the  working  inventory 
at  the  synthetic  rubber  plants? 

Air.  Whitman.  Well,  I gave  you  an  estimate  that  about  3 weeks 
^ 

Air.  Sourwine  (interposing).  Oh,  in  gallons.  Doctor? 

Mr.  Whitman.  In  gallons? 

Mr.  Sourwine.  Yes. 

Mr.  Whitman.  Well,  3 weeks  would  be  around  20,000,000  gallons. 
It  would  be  figured  as  a fair  workmg  inventory.  Actually,  there  is 
more  gallonage,  I believe,  at  the  synthetic  rubber  plants,  and  we 
regard  that  as  extra  over  and  above  their  minimum  inventory. 

Air.  Sourwine.  What  is  the  working  inventory  for  synthetic 
rubber  plants  for  30  days,  roughly? 

Air.  Whitman.  Well,  you  mentioned  that  yourself  before. 

Air.  Sourwine.  But  I used  the  30,000,000-gallon  figure  and  you 
said  that  was  incorrect. 

Air.  Whitman.  That  is  all  right. 

Well,  you  are  using  the  term  “working  inventory.” 
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Mr.  SouRwiNE.  At  rubber  plants. 

Mr.  Whitman.  I will  try  to  get  this  clear. 

I said  that  the  amount  of  inventory  which  ought  to  be  available 
at  the  rubber  plants  at  a minimum  in  order  to  assure  a safe,  con- 
tinuous operation  was  about  3 weeks. 

Mr.  SouRwiNE.  Yes,  sir. 

Mr.  Whitman.  Which  I also  said  was  20,000,000  gallons. 

Mr.  SouRwiNE.  Yes,  sir. 

Mr.  Whitman.  Now,  what  else  do  you  want  to  know? 

Mr.  SouRwiNE.  Well,  I asked  you  if  the  working  inventory  at 
rubber  plants  wasn’t,  on  that  basis,  approximately  for  30  days’ 
supply,  30,000,000  gallons? 

Mr.  Whitman.  Well,  I mentioned  the  word  “minimum”  safe 
working  inventory  when  I said  20,000,000  gallons. 

Now,  the  rubber  plants  have  got  tankage 

Mr.  SouRwiNE.  Yes. 

Mr.  Whitman.  I believe  suitable  for  tli6  storage  of  nearly  35,000,000 
gallons,  in  which  case  they  are  above  the  safe  minimum. 

Mr.  SouRwiNE.  Well,  let’s  start  over. 

If  the  rubber  plants  have  30,000,000  gallons,  they  have  enough  to 
work  for  30  days,  right? 

Mr.  Whitman.  Yes;  except  that  you  can’t  pull  it  down  to  nothing, 
you  realize  that. 

Mr.  SouRWiNE.  Well,  if  they  had  15,000,000  gallons,  they  would 
have  enough  to  work  for  15  days,  wouldn’t  they? 

Mr.  Whitman.  If  they  had  15,000,000  gallons,  they  would  be  in  a 
very  precarious  position. 

Mr.  SouRWiNE.  If  they  had  10,000,000  gallons,  they  would  have 
enough  to  work  for  10  days? 

Mr.  W’^hitman.  No. 

Mr.  SouRWiNE.  If  they  had  5,000,000  gallons,  they  wouldn’t  have 
enough  to  work  for  5 days  definitely;  is  that  right? 

Mr.  W^'hitman.  Correct. 

Mr.  SouRWiNE.  If  they  didn’t  have  10,000,000  gallons,  would  they 
have  to  shut  down  now? 

Mr.  W’hitman.  It  would  become  a question  of  the  judgment  of 
the  plant  manager  as  to  whether  he  was  taking  a chance  on  some 
shipments  that  were  reported  to  come  in. 

Mr.  Sour  WINE.  Wliat  would  be  the  chance  he  would  be  taking? 

Mr.  W^HITMAN.  Well 

Mr.  Sour  WINE.  Suppose  he  used  it  all  up  and  ran  out.  Then  he 
would  have  to  shut  down,  would  he? 

Mr.  Whitman.  He  would  not  onlv  have  to  shut  down,  but  if  he 
shut  down  without  being  well  prepared  for  it  he  might  have  a difficult 
time  getting  started  again.  He  might  have  burned  out  some  furnaces 
in  the  process. 

Mr.  SouRWiNE.  If  he  had  5,000,000  gallons  only,  he  would  have  to 
shut  down,  would  he? 

Mr.  Whitman.  I think  if  the  rubber  plants  combined  had  only 
5,000,000  gallons,  why  they  would  all  be  shut  down  unless  they  knew 
that  the  trains  were  just  ready  to  unload. 

Mr.  Sour  WINE.  You  know  that  some  of  the  rubber  plants  during 
the  last  12  months  have  operated  on  reserve  supplies  at  the  plant  on 
only  5 or  6 days’  requirements? 
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Mr.  Whitman.  That  is  right. 

Mr.  SouRwiNE.  And  gambled  on  the  trains  coming  in? 

Mr.  Whitman.  And  we  have  raised  hell,  and  they  have  also. 

Mr.  SouRwiNE.  One  million  gallons  of  alcohol  makes  two  and  a 
half  million  pounds  of  rubber;  is  that  right? 

Mr.  \\  HITMAN.  I think  that  is  about  right. 

Mr.  SouRwiNE.  It  takes  900  or  910  gallons  of  alcohol  to  make  1 
ton  of  butadiene? 

Mr.  Whitman.  Yes. 

Mr.  SouRwiNE.  And  it  takes  1 ton  of  butadiene,  to  make  1.2  tons 
of  rubber? 

Mr.  Whitman.  Yes;  1 short  ton  of  butadiene,  I believe,  makes  1.2 
long  tons  of  Buna  S. 

It  just  happens  that  when  you  get  over  into  rubber  you  begin  to 
talk  long  tons. 

Mr.  Sour  WINE.  Well,  a short  ton  is  2,000  and  a long  ton  is  2,200 
pounds;  is  that  right? 

Mr.  Whitman.  Two  thousand  two  hundred  and  forty,  isn’t  it? 

Mr.  SouRwiNE.  Yes.  That  is  where  you  get  part  of  the  adjust- 
ment between  1 and  1.2. 

Mr.  Whitman.  Correct. 

Mr.  SouRwiNE.  Accordingly,  it  takes  about  750  gallons  of  alcohol 
to  make  1 long  ton  of  rubber;  is  that  right? 

Mr.  Whitman.  That  sounds  right. 

Mr.  Sour  WINE.  Well,  the  increase  there  is  from  1 to  1.2,  which  is 
one-fifth,  it  would  be  one-fourth  if  you  reversed  it? 

Mr.  Whitman.  I didn’t  differ  with  you. 

Mr.  SouRwiNE.  I haven’t  got  a slide  rule.  Doctor. 

Mr.  Whitman.  Go  ahead. 

Mr.  SouRwiNE.  Now,  I want  to  know  something  about  these  rub- 
ber plants  that  are  coming  into  production. 

Is  it  true  that  the  Neelies  plant  came  in  about  6 weeks  ago,  the 
specifications  for  production? 

Mr.  Whitman.  I am  just  wondering  whether  I ought  to  try  to 
answer  questions  for  you  that  are  in  the  province  of  the  Rubber 
Director.  It  is  true  that  the  Neches  plant  came  in. 

Mr.  Sour  WINE.  Well,  the  Neches  plant  is  not  a rubber  production 
plant,  sir.  It  is  a plant  producing  alcohol  from  petroleum,  isn’t  it? 

Mr.  Whitman.  No,  sir;  it  produces  butadiene  from  petroleum. 

Mr.  SouRWiNE.  The  butadiene,  then,  has  to  go  to  the  rubber  plant 
to  go  into  the  rubber? 

Mr.  Whitman.  Yes. 

Mr.  SouRWiNE.  Is  that  production  of  butadiene  of  the  Neches  plant 
strictly  under  the  W.  P.  B.?  That  is,  your  Division  has  nothing  to 
do  with  it? 

Mr.  Whitman.  That  is  correct.  AMien  it  comes  to  making  buta- 
diene, that  is  the  office  of  the  Rubber  Director. 

Mr.  Sour  WINE.  Do  you  keep  a close  tab  on  the  production  of  buta- 
diene for  rubber,  sir? 

Mr.  Whitman.  Not  on  butadiene  from  petroleum.  We  keep  in 
close  touch  with  butadiene  from  alcohol  because  we  are  responsible 
for  supplying  the  alcohol. 

Mr.  SouRWiNE.  In  other  words,  when  these  petroleum  butadiene 
plants  were  set  up,  they  were  the  long-range  source  for  butadiene  for 
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rubber,  weren’t  they?  The  alcohol  program  was  an  expedient,  a tem- 
porary issue,  to  carry  over  until  the  petroleum  butadiene  plants 
came  in? 

Mr.  Whitman.  I don’t  believe  I had  better  pass  judgment  on  that, 
or  express  policy  opinions  on  the  rubber  program.  Colonel  Dewey 
can  speak  from — - — ■ 

Mr.  SouRwiNE  (interposing).  Simply  as  a matter  of  fact,  sir, 
isn’t  it  your  understanding  that  that  was  the  policy? 

Mr.  Whitman.  No,  sir. 

Mr.  SouRWiNE.  It  was  never  your  understanding  that  that  was  the 
policy? 

Mr.  Whitman.  No,  sir. 

Mr.  SouRwiNE.  Do  you  know  what  these  petroleum  butadiene 
plants  are  expected  to  produce  in  the  way  of  annual  capacity? 

Mr.  Whitman.  I believe  that  is  in  the  progress  report  of  the  Rubber 
Director. 

Mr.  SouRwiNE.  Yes,  sir.  Do  you  know? 

Mr.  Whitman.  If  I remember  the  figures  in  the  progress  report, 
it  was  somewhere  around  450,000  short  tons  of  butadiene  per  year. 

Mr.  SouRWiNE.  Yes,  sir. 

Mr.  Whitman.  And  this,  understand,  is  just  my  memory  of  what 
is  in  the  Rubber  Director’s  progress  report. 

Mr.  SouRwiNE.  Yes,  sir.  Do  you  know  how  much  rubber  is  being 
made  from  alcohol  butadiene  now? 

Mr.  Whitman.  How  much  butadiene  is  being  made  from  alcohol? 
I believe  a little  better  than  30,000  tons  a month. 

Mr.  SouRWiNE.  In  other  words,  the  ultimate  production  of  the 
synthetic  butadiene  plants— that  is,  from  petroleum— will  be  in 
excess  of  the  amount  of  butadiene  which  is  being  made  from  alcohol? 

Mr.  Whitman.  That’s  so,  I understand. 

Mr.  SouRWiNE.  You  have  not  been  officially  advised  that  the 
Neches  plant  came  into  specifications  production  about  6 weeks  ago? 

Mr.  Whitman.  No;  but  I have  talked  with  people  who  know 
about  it. 

Mr.  SouRWiNE.  You  are  willing  to  accept  that  as  a fact? 

Mr.  Whitman.  Yes. 

Mr.  SouRWiNE.  Have  you  talked  to  people  who  know  about  when 
the  Houston  plant  will  come  in,  or  came  m? 

Mr.  Whitman.  I don’t  think  that  has  come  in  yet,  has  it? 

Mr.  SouRWiNE.  You  haven’t  been  advised  officially  or  otherwise 
that  it  came  into  specification  production  last  week? 

Mr.  Whitman.  No;  I didn’t  know  it. 

Mr.  SouRWiNE.  How  about  the  Shell  plant  in  California? 

Mr.  Whitman.  I don’t  know  the  story  on  that. 

Mr.  SouRWiNE.  You  haven’t  been  advised  that  that  came  into 
production  last  week? 

Mr.  Whitman.  No.  . 

Mr.  SouRwiNE.  Do  you  know  when  the  Lake  Charles  plant  is  due 

to  be  in  production? 

Mr.  Whitman.  I believe  it  is  expected  to  be  in  this  summer,  but  1 
don’t  know. 

Mr.  SoTTRWiNE.  Have  you  heard  the  date,  July  1? 

Mr.  Whitman.  I don’t  recall.  This  summer,  in  general,  is  what  I 

have  heard. 
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Mr.  SouRWiNE.  For  the  record,  Mr.  Chairman,  my  information 
from  the  office  of  the  Rubber  Director  is  that  the  Neches  plant  came 
in  about  6 weeks  ago,  the  Houston  plant  last  week,  the  Shell  plant 
last  week,  and  that  the  Lake  Charles  plant  is  due  by  July  1. 

Do  you  know  what  production  of  rubber  from  butadiene  was  in 
March,  Dr.  Whitman? 

Mr.  Whitman.  I don’t. 

* Mr.  SouRWiNE.  You  don’t  know  what  it  was  in  April,  either? 

Mr.  Whitman.  No. 

Mr.  Sour  WINE.  You  don’t  know  what  was  expected  this  month? 

I Mr.  Whitman.  No. 

Mr.  SouRWiNE.  Do  5mu  know  how  much  rubber  per  month  is  now 
being  made  from  alcohol? 

Mr.  Whitman.  I estimated  a little  over  30,000  short  tons  of  buta- 
diene. I 

Mr.  Sour  WINE.  Yes,  sir. 

Mr.  Whitman.  Which  would  be,  oh,  a little  over  36,000  long  tons 
if  expressed  over  the  Buna  S. 

Mr.  SouRwiNE.  Yes,  sir.  On  the  basis  of  750  gallons  of  alcohol  per 
ton  of  rubber,  how  many  gallons  of  alcohol  equals  that  rubber  pro- 
duction figure?  , 

Mr.  Whitman.  Well,  27,000,000  gallons  of  alcohol  would  ^ve  J 

36,000  long  tons  of  Buna  S,  and  as  I said,  I understand  it  is  a little 
above  that. 

Mr.  SouRwiNE.  Let’s  turn  it  around  the  other  way.  We  have  been  , 

told  that  the  rubber  program  is  using  a million  gallons  a day  of  alco- 
hoi.  How  many  long  tons  of  rubber  docs  that  equal?  I 

Mr.  Whitman.  Well,  the  million  gallons  of  course,  includes  some  i 

alcohol  which  is  used  for  styrene.  > 

The  Chairman.  For  what? 

Mr.  Whitman.  For  the  manufacture  of  styrene  which  is  the  other 
material  going  along  with  butadiene  to  make  Buna  S.  I 

And  if  30,000,000  gallons  a month  were  used,  I believe  that  about  J 

a million  of  it  would  be  for  styrene  manufacture,  leaving,  say,  29,000,  i 

000  for  butadiene,  which,  if  we  take  that  750-gallon  figure  it  gives  us 
38,600  long  tons  of  Buna  S. 

Mr.  SouRWiNE.  Between  37,000  and  40,000  tons  of  Buna  S a month 
then,  from  alcohol? 

Mr.  Whitman.  Yes. 

Mr.  SouRwiNE.  Do  you  know  the  relationship  at  present  between 
the  rate  of  rubber  production  and  the  rate  of  lubber  consumption?  < 

Mr.  Whitman.  No,  sir. 

Mr.  Sourwine.  You  don’t  know  whether  production  is  above  or  I 

below  consumption?  | 

Mr.  Whitman.  No,  sir.  I am  just  not  equipped  to  discuss  this  line. 

Jvlr.  Sourwine.  Would  you  say  that  production  is  fairly  near 
consumption  one  way  or  the  other  now? 

Mr.  Whitman.  I just  don’t  want  to  make  any  statement  on  rubber 
consumption  versus  rubber  production,  and  don’t  know. 

Mr.  Sourwine.  Mr.  Nelson  said  yesterday  that  we  had  just  about  ' 

reached  the  turning  point  on  that.  I took  that  to  mean  that  they  were  I 

faiily  close.  I 

Mr.  Whitman.  Well,  I have  no  independent  knowledge.  i 
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■ Mr.  SouRWiNE.  Perhaps  I shouldn’t  have  attempted  to  draw  an 

infei’ence  from  you. 

Now,  what  proportion  of  the  total  rubber  ])rogram  is  represented 
by  this  production  from  a cohol  butadiene? 

Mr.  Whitman.  Well,  we  will  have  to  assume  what  the  total  rubber 
program  is  and  then 

Mr.  SouRwiNE  (interposing).  Haven’t  you  heard  a figure.  Doctor, 
roughly  two-thirds  or  roughly  three-fourths? 

Mr.  Whitman.  I think  really,  sir,  that  when  you  are  talking  now 
about  the  rubber  program,  you  have  gotten  beyond  the  a’ cohol  con- 
tribution to  the  rubber  program,  which  is  our  I’esponsibility. 

Mr.  SouRwiNE.  All  right. 

Mr.  Whitman.  And  such  questions  should  be  asked  of  those 
qualified  in  the  office  of  the  Rubber  Director. 

Mr.  SouRwiNJ.  All  right,  then;  let  me  ask  you  a hypothetical 
question  which  won’t  bind  you  with  regard  to  the  rubber  program 
policy. 

If  it  is  true  that  at  the  present  time  up  through  the  month  of  April 
butadine  produced  from  alcohol  accounted  for,  say,  two-thirds  of  the 

total  production  of  rubber 

Mr.  Whitman.  Yes. 

Mr.  SouRwiNE  (continuing).  And  if  the  last  half  of  this  year  the 
petroleum  butadiene  plants  come  in  and  produce  at  least  as  much 
butadine  as  has  been  previously  produced  on  a monthly  basis  from 

alcohol 

Mr.  Whitman.  Yes. 

Mr.  SouRwiNE  (continuing).  You  would  then  have,  if  you  continued 
to  use  all  of  that  butadine  in  the  rubber  program,  an  expansion  of  the 
rubber  program  which  would  amount  to  an  expansion  of  about  66?^ 
percent,  wouldn’t  you? 

Mr.  Whitman.  Over  what?  Over  what’s  being  produced  today? 
Mr.  SouRwiNE.  Yes,  sir. 

Mr.  Whitman.  That  may  be.  I couldn’t  quite  follow  3mu.  My 
slide  rule  got  rusty  on  that  one. 

Mr.  SouRWiNE.  Well,  just  assuming  that  that  may  be,  do  you 
know  any^  reason,  or  can  you  foresee  any  possible  reason  which  will 
require  a 50  or  60  or  higher  percent  increase  in  the  production  of 
rubber? 

Mr.  Whitman.  Now,  this  is  a purely  hypothetical  question? 

Mr.  SouRWiNE.  Yes,  sir. 

Mr.  Whitman.  I can  well  conceive  of  military  needs  jumping  to  a 
point  where  the  rubber  program  had  to  he  expanded.  I have  no 
reason  for  believing  yes  or  no  that  it  will  hapjien.  I thmk  you  have 
got  to  ask  the  Rubber  Director’s  office  about  that. 

Mr.  SouRWiNE.  All  right,  sir. 

Other  factors  being  equal,  if  you  had  a situation  vdth  regard  to  any 
material  wherein  you  had  a greatly  expanded  supply  without  a greatly 
expanded  requirement,  wouldn’t  jmu  divert  some  of  that  production 
capacity  to  something  else  or  shut  it  down  all  together? 

Air.  Whitman.  You  wouldn’t  continue  to  build  up  surpluses  if  you 
had  no  idea  that  you  were  going  to  need  them. 

Mr.  SouRWiNE.  All  right,  sir. 

Now,  alcohol  for  the  rubber  program  is  costing  about  90  cents  a 
gallon,  isn’t  it? 
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Mr.  Whitman.  I have  heard  that  figure. 

Air.  SouRwiNE.  That’s  an  average  figure  of  the  cost  of  alcohol, 
including  the  cost  from  so-called  high-cost  plants? 

Mr.  Whitman.  It  sounds  reasonable. 

Air.  SouRWiNE.  If  you  cut  out  those  high-cost  plants,  you  would 
reduce  the  average  cost  of  alcohol,  wouldn’t  you? 

Air.  Whitman.  Yes.  . 

* Air.  SouRWiNE.  If  all  of  that  alcohol,  every  last  gallon  of  it,  is 
not  needed  for  the  rubber  program,  it  is  an  unnecessary  expense  to 
the  Government  to  continue  to  buy  the  alcohol  from  those  high-cost 

t plants,  is  it  not? 

Mr.  Whitman.  You  say  if  all  of  the  alcohol  is  not  needed? 

Air.  SouRwiNE.  Yes,  sir. 

Air.  Whitman.  You  certainly  wouldn’t  continue  to  produce  to 
build  up  an  unneeded  surplus,  that  is  correct. 

Senator  Ferguson.  Would  you  release  the  high  prices  first? 

Air.  Whitman.  I don’t  know,  sir,  if  that  would  be  the  way  to  do  it. 

Air.  Sourwine.  If  you  were  the  auditor  of  a company  and  had  no 
other  considerations  except  saving  money,  you  would  do  it,  wouldn’t 
you? 

Air.  Whitman.  If  I was  sheerly  looking  at  the  saving  of  money? 

Air.  Sourwine.  Yes,  sir. 

Air.  Whitman.  And  that  was  the  only  thing  I was  looking  at, 

probably  so.  . <•  i i- 

Air.  Sourwine.  Do  you  know  what  the  relative  cost  of  butadiene 

Rom  petroleum  and  from  alcohol  is? 

Air.  Whitman.  No,  sir;  I don’t. 

Air.  Sourwine.  Do  you  have  any  idea  of  the  general  relation? 

Air.  Whitman.  Butadiene  from  alcohol  made  from  grain  at  today’s 
prices? 

Air.  Sourwine.  Yes,  sir. 

Air.  Whitman.  It  is  very  expensive.  I mean  qualitatively  there 
is  no  question  about  that. 

Air.  Sourwine.  How  about  butadiene  made  from  90-cent  alcohol 
to  use  a figure? 

Air.  Whitman.  It  is  pretty  expensive. 

Air.  Sourwine.  How  does  that  compare  with  butadiene  made  from 
petroleum? 

* Mr.  Whitman.  In  all  probability,  in  any  good  operating  petroleum 
plant,  the  cost  would  be  quite  a lot  less. 

Air.  Sourwine.  By  quite  a lot,  do  you  mean  half  or  one-quarter? 

Air.  Whitman.  I don’t  want  to  go  any  further  because  I haven’t 
got  the  cost  figures.  I just  say  qualitatively  it  would  be  a lot  less. 

Mr.  Sourwine.  Do  you  know  what  it  would  cost  to  produce  a 
a pound  or  a ton  of  butadiene  from  petroleum? 

Air.  Whitman.  No,  I don’t. 

Air.  Sourwine.  Not  even  approximately? 

Air.  Whitman.  Aluch  more  can  be  gained  by  talking  to  the  Rubber 
Director’s  office  on  this  matter. 

Air.  Sourwine.  I think  so,  but  I wanted  to  get  that  much  founda- 
tion. 

The  Chairman.  There  is  no  harm  to  find  out  what  you  know  and 
what  you  don’t  know,  and  the  dividing  line  is  decidedly  very  great. 

Air.  Whitman.  You  find  out  I don’t  know  very  much,  don’t  jmu? 
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The  Chairman.  I find  out  you  know  quite  a bit,  between  your 
rule  and  yourself. 

Senator  Ferguson.  Doctor,  you  gave  me  that  order  of  the  W.  P.  B. 
limiting  the  amount  of  alcohol  that  came  ui  from  Cuba.  Now,  we 
were  speaking  about  neutral  spirits. 

Mr.  Whitman.  We  are  speakkg  about  alcohol  of  any  beverage 
type. 

Senator  Ferguson.  Yes;  that  is  neutral  spirits  it  is  called,  isn’t  it, 
ethyl  alcohol? 

Mr.  Whitman.  It  can  be  neutral  spirits,  it  can  be  rum.  it  can  bo 
so-called  grin. 

Senator  Ferguson.  Wait;  does  the  order  limit  the  amount  of  rum 
that  can  come  in? 

Mr.  Whitman.  Yes. 

Senator  Ferguson.  I didn’t  so  understand. 

Mr.  Whitman.  Yes;  it  does.  It  limits  the  amount  of  beverage 
alcohol  from  cane  spirits. 

Mr.  Sourwine.  Exclusive  of  rum  over  3 years  old? 

Mr.  Whitman.  Yes.  And  Cuba  hasn’t  any  3-year-old  authenti- 
cated rum. 

Mr.  Sourwine.  You  weren’t  giving  them  very  much  when  you 
turned  loose  on  that  3-year-old  rum,  then,  were  you? 

Senator  Ferguson.  Will  you  read  the  order? 

Mr.  Whitman.  Yes. 

And  this  is  the  essential  point.  Beverage  cane  spirits,  to  which  this 
order  refers: 

Beverage  cane  spirits  means  ethyl  alcohol  of  50  proof  or  higher  made  from  mo- 
lasses, sugar,  sugarcane  or  sugarcane  juice  and  produced  for  beverage  purposes, 
or  tax  paid  for  beverage  purposes. 

That  is  what  we  are  talking  about  and  it  might  be  made  as  rum,  as 
gin 

Senator  Ferguson.  What  is  the  content  of  rum,  the  alcoholic 
content? 

Mr.  Whitman.  Well,  rum,  as  pointed  out  in  the  proofs  on  the  bottles, 
is  about  the  same  proof  as  whisky,  as  I understand  it,  around  82  to  86. 

Senator  Ferguson.  What  is  gin? 

Mr.  Whitman.  The  same  order. 

Senator  F erguson.  So  it  all  comes  within  this? 

Mr.  Whitman.  Yes. 

Senator  Ferguson.  Now,  what  is  the  limitation? 

Mr.  Whitman.  The  limitation  is  to  the  effect  that  it  is  a restriction 
on  the  importation  of  beverage  cane  spirits. 

Senator  Ferguson.  Now,  what  is  the  limitation  on  the  importa- 
tion? 

Mr.  Whitman.  The  limitation  on  the  importation,  in  the  case  of 
Cuba,  is  14,300,000  proof  gallons  during  the  calendar  year  1944. 

Senator  Ferguson.  In  other  words,  they  can  bring  in  rum  and  gins 
to  the  amount  of  14,000,000 

Mr.  Whitm.\n  (interposing).  Fourteen  million  three  hundred  thou- 
sand. 

Senator  Ferguson.  Fourteen  million  three  hundred  thousand. 

Mr.  Whitman.  Proof  gallons. 

Senator  Ferguson.  Proof  gallons. 

Mr.  Whitman.  In  the  calendar  year  1944. 


Senator  Ferguson.  Yes.  Now,  what  did  they  bring  in  in  1943? 

Mr.  Whitman.  Fourteen  million  three  himdred  thousand. 

Senator  Ferguson.  The  same  amount? 

Mr.  Whitman.  Yes. 

Senator  Ferguson.  You  limited  it  to  the  same  amount? 

Mr.  Whitman.  Yes.  . . 

The  Chairman.  Does  that  order  affect  privately  owned  spints  or 

* privately  owned  liquors  in  Cuba? 

Mr.  Whitman.  Yes;  it  does. 

Now,  about  two-thirds  of  that  amount  had  already  been  imported 
I into  the  United  States  by  the  time  our  order  went  into  effect  March  15. 

Senator  Ferguson.  Well,  now,  you  said  Cuba  didn’t  have  anything 
to  do  with  this  order  finally. 

Mr.  Whitm.\n.  I didn’t  say  that.  I said  that  the  Cubans  certainly 
did  not  initiate  the  request  that  it  be  put  in. 

Senator  Ferguson.  Well,  is  that  the  reason  that  Cuba  wanted  to 
get  a limitation  that  we  would  not  use  any  of  her  alcohol  to  free  oim 
facilities  to  make  beverage  alcohol?  Because  you  did  put  this 

limitation  on  it?  . 

Mr.  Whitman.  I would  like  to  bypass  that  question  and  suggest 
that  the  Foreign  Economic  Administration,  who  conducted  the 
negotiations,  be  consulted. 

Senator  Ferguson.  You  have  no  judgment  on  that? 

Mr.  Whitman.  I was  not  down  in  Habana  when  this  negotiation 

was  being  made.  i j • 

Senator  Ferguson.  You  don’t  think  all  this  was  conducted  in 
Havana?  You  don’t  think  our  people  w'ent  to  Habana  to  conduct  all 
this  negotiation,  do  you? 

Mr.  Whitman.  Yes;  they  did. 

Senator  Ferguson.  They  did? 

Mr.  Whitman.  Yes. 

Senator  Ferguson.  They  didn’t  do  it  here? 

Mr.  Whitman.  Some  of  it  was  done  here. 

The  Chairman.  Were  you  consulted  during  the  negotiations  or 

before?  . , . . 

Mr.  Whitman.  Yes,  sir;  we  were  consulted  prior  to  the  negotiations. 

The  Chairman.  Was  that  consultation  by  correspondence  in  any 
way?  Did  correspondence  enter  into  it? 

Mr.  Whitman.  Yes,  sir;  and  you  have  asked  that  we  supply  the 
pertinent  correspondence. 

The  Chairman.  That  is  what  I want.  Thank  you,  sir. 

Mr.  Sourwine.  Dr.  Whitman,  turning  to  a different  tack,  when  you 
speak  of  stocks  of  alcohol,  I think  it  is  pretty  clear  what  you  mean,  but 
for  the  record  at  this  point  would  you  mind  going  over  it  just  once 
more? 

When  you  speak  of  stocks  of  alcohol,  what  do  you  mean? 

Mr.  Whitman.  I am  usually  speaking  of  the  Government  stocks  of 
alcohol  which  constitute  the  amounts  owned  by  Defense  Supplies 
Corporation,  and  includes  the  amount  of  190  proof  held  at  the  syn- 
thetic rubber  plants,  the  lend-lease  terminals,  and  the  arsenals. 

Mr.  Sourwine.  Is  your  figure  on  stocks  built  up  by  the  addition  of 
totals  on  hand  in  each  of  those  various  categories,  or  is  it  the  result  of 
some  other  mathematical  computation? 
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Mr.  Whitman.  It  is  totals  on  hand  obtained  presumably  by  the 
gaging  of  the  tanks,  information  collected  by  Defense  Supplies 
Corporation,  and  transmitted  to  us. 

^Ir.  SouRWiNE.  It  is  really  a figure  on  how  much  is  here,  plus  how 

much  is  there,  plus  how  much  is  yon? 

Mr.  Whitman.  Yes,  sir. 

Senator  Ferguson.  Might  I interrupt  again?  I want  to  get  this 
clear. 

The  Chairman.  Yes. 

Senator  Ferguson.  This  14,300,000,  that  is  gallons;  isn’t  it? 

Mr.  Whitman.  Proof  gallons.  * 

Senator  Ferguson.  Proof  gallons? 

]\Ir.  Whitman.  Yes. 

Senator  Ferguson.  And  that  is  100  proof? 

Mr.  Whitman.  That  is  100  proof. 

Senator  Ferguson.  Now,  isn’t  it  true  that  if  you  allowed  the  neutral 
spirits  to  come  in,  190  proof,  that  our  manufacturers  here,  by  diluting 
it  with  water  and  making  it  86  proof,  would  make  many  more  gallons 
than  this  if  you  handn’t  put  a limitation  on  it? 

Mr.  Whitman.  Let  me  see  if  I get  the  question. 

If  we  had  not  put  a limitation  on  importations  from  Cuba? 

Senator  Ferguson.  Yes;  of  neutral  sphits. 

Mr.  Whitman.  Well,  of  course,  our  limitation  is  on  all  beverage, 
whether  it  be  neutral  spirits  or  not.  If  we  had  not  put  a limitation  on, 
it  certainly  is  true  that  more  would  have  come  up. 

Senator  Ferguson.  Yes;  but  isn’t  it  true  that  veiy  little  neutral 
spirits  is  commg  m under  this,  that  they  are  shipping  now  14,300,000 
gallons  of  100-proof  rum  and  gins  and  whatever  they  do  ship?  ^ 

Mr.  Whitman.  I think  you  are  correct  in  this  point.  I don’t  want 
to  answer  categorically  “Yes”  to  your  question,  but  in  all  probability 
the  material  which  comes  up  to  us  will  be  rum  rather  than  neutral 

spirits  and  gins.  , ,,  , 

I would  like  again  to  point  out  that  two-thirds  of  all  of  the  quota 
for  the  whole  year  apparently  came  in  before  the  limitation  order  went 
into  effect,  so  that  all  we  are  dealing  with  is  the  fairly  small  remainder 
in  terms  of  our  control  for  the  rest  of  the  year. 

Senator  Ferguson.  So  the  order  actually  does  limit  the  amount  of 
alcohol  that  could  be  brought  in,  so  that  if  we  diluted  it  as  they  (jo-— 

Mr.  Whitman  (interposing).  It  limits  the  total  amount  of  alcohol. 

Senator  F'erguson  (continuing).  We  would  make  many  more 
gallons  of  alcohol;  in  fact,  two  for  one;  would  we  not? 

Mr.  W hitman.  It  limits  the  total  amount  of  alcohol  expressed  as 
a hundred  proof,  and  it  is  up  to  the  Cubans  as  to  whether  they  elect— 

I mean,  the  Cubans  and  our  own  importers — as  to  whether  they  elect 
to  have  it  come  in  mostly  as  rum  or  mostly  as  neutral  spirits,  or  mostly 

as  gin. 

Senator  Ferguson.  Yes.  , . 

Mr.  Whitman.  And  the  probabilities  are  that  it  will  come  in 

primarilv  as  rum.  _ , , . . . .-i,  o 

The  Chairman.  Could  they  cut  it  and  bring  in  more  m quantity.' 

Mr.  Whitman.  No;  because  the 

The  Chairman  (interposing).  It  has  to  be  so  many  gallons  the 
equivalent  of  100  proof? 
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Mr.  Whitman.  What  we  are  talking  about  is  the  amount  of 
beverage  in  terms  of  its  alcoholic  content — realize,  that  when  you 
talk  about  the  proof  spirits  and  say  14,300,000  gallons  of  proof  spints, 
if  they  elected  to  bring  that  in  in  the  form  of  190-proof  alcohol,  they 
wouldn’t  bring  in  14,300,000  gallons. 

Senator  Ferguson.  What  does  your  rule  say? 

Mr.  Whitman.  Seven  and  a half  million  gallons. 

The  Chairman.  That  is  why  I asked  the  question.  Could  they  cut 
the  spirits,  100  proof,  and  bring  it  down  to  potable  beverage  and 
bring  in  a greater  quantity? 

Mr.  Whitman.  Well,  if  they  brought  in,  let’s  say,  90  proof  rather 
than  100  proof — — 

■ Senator  Ferguson  (interposing).  Say,  87  proof. 

Mr.  Whitm.in.  All  right,  87  proof;  instead  of  bringing  in  14,300,000 
gallons — physical  gallons — they  would  be  bringing  in  16,400,000. 

The  Chairman.  That  is  what  I wanted  to  know. 

Mr.  Whitman.  But  for  the  accounting  of  it,  it  is  always  accounted 

for  as  a proof  gallon.  . 

The  Chairman.  But  it  may  be  resulting  in  a greater  quantity  of 

uor^ 

Mr.  Whitman.  I don’t  think  so,  because  the  physiological  effect 
depends  upon  the  amount  of  alcohol  there,  and  if  you  dilute  it  with 
an  equal  amount  of  water,  why,  it  gives  half  the  effect. 

The  Chairman.  Well,  the  average  cane  beverage  doesn’t  run  100 

proof? 

Mr.  Whitman.  No.  ^ i i - jo 

The  Chairman.  It  runs  along  about  87,  if  I am  correctly  advised. 

Mr.  Whitman.  Yes. 

Senator  Ferguson.  Well,  this  really  has  to  come  up  now  in  pack- 
aged goods,  taking  much  greater  shipping  and  different  kind  of  shipping 
than  it  would  if  it  came  in  as  a neutral  spirit  and  would  take  much  less 
space  to  get  the  same  amount  of  alcohol  here? 

Mr.  Whitman.  Well,  sir,  the  neutral  spirits  that  came  up — 
believe  I am  correct  in  saying — came  up  primarily  in  the  very  sinall 
vessels  which  are  too  small  to  be  under  the  control  of  the  ar  Shippmg 

Administration.  r i • i 

In  fact,  all  of  this  beverage,  I think  substantially  aU  of  this  beverage 

movement,  whether  it  be  in  the  form  of  neutral  spirits  or  gins  or  rums, 
has  been  in  the  very  small  vessels  of  less  tonnage  than  is  in  the  interest 

of  the  War  Shipping  Administration.  

Senator  Ferguson.  Why  did  you  limit  it  again  if  it  didn’t  interfere 
with  War  Shipping  Administration?  It  came  in  the  old  runners’ 
boats,  did  it? 

Mr.  Whitman.  I don’t  know',  but  they  w^ere  small  boats. 

The  reason  it  w^as  limited,  sir,  w'as  because  the  Foreign  Economic 
Administration  said  to  us,  ‘‘We  can’t  get  you  the  amounts  of  molasses 
and  alcohol  that  you  ought  to  be  able  to  get  from  Cuba  if  you  don’t 
put  in  some  restriction  that  prevents  the  Cubans  from  making  un- 
limited amounts  of  it.” 

Senator  Ferguson.  Of  neutral  spirits? 

Mr.  W^hitman.  Of  drinking  beverage,  w^hether  it  be  neutral  spirits, 

rum,  or  gin.  . . 

In  other  w^ords,  the  molasses  w^ould  be  diverted  into  beverage  instead 

of  being  conserved  for  our  industrial  alcohol  program. 


714 


LIQUOR  INDUSTRY 


Senator  Ferguson.  Does  the  O.  P.  A.  regulate  the  price,  or  attempt 
to  regulate  the  price  that  these  distillers  can  go  to  Cuba  and  buy  rum 
for? 

Mr.  Whitman.  I don’t  know.  I doubt  whether  it  regulates  the 
price  they  can  pay  in  Cuba,  but  I am  sure  it  regulates  the  price  they 
can  get  for  it  back  here. 

The  Ch.urman.  That  is,  legitimately. 

Mr.  SouRwiNE.  Mr.  Chairman,  may  I make  an  interesting  state- 
ment at  this  point? 

The  Chairman.  Yes. 

Mr.  SouRwiNE.  Putting  myself  in  the  role  of  witness,  but  it  is 
something  that  is  common  knowledge. 

The  ceiling  prices  here  are  based  on  the  cost  to  the  importer,  so  that 
actually,  under  ceiling  prices,  imported  cane  spirits  sell  for  more  than 
new  whisky  made  in  this  country  would,  and  the  more  cane  spirits 
you  put  in  the  bottle,  the  more  you  can  sell  it  for,  and  the  higher  dollars 
and  cents  profit  there  is  in  selling. 

Mr.  Chairman,  I have  a line  of  inquiry  here,  which  by  hurrying  will 
take  about  45  minutes. 

I understand  that  you  are  anxious  to  get  through  before  then.  Per- 
haps we  had  better  not  start  it. 

The  Chairman.  I must  conclude  because  of  other  matters. 

So  we  wiU  now  suspend.  I shall  have  to  advise  you  of  the  date 
when  we  will  resume,  next  week,  I believe. 

(Whereupon,  at  4:15  p.  m.,  the  committee  adjourned.) 
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THURSDAY,  MAY  11,  1944 

United  States  Senate, 

Subcommittee  of  the  Committee  on  the  Judiciary, 

Washington,  D.  C. 

The  subcommittee  met,  pursuant  to  call,  at  10  a.  m.,  in  roorn  457, 
Senate  Office  Building,  Senator  Pat  McCarran  (chairman)  presiding. 

Present:  Senators  SicCarran  (chairman),  Murdock,  and  Ferguson. 

Also  present:  J.  G.  Sourwine,  committee  counsel. 

The  Chairman.  The  committee  will  come  to  order. 

You  may  proceed,  Mr.  Sourwine. 

STATEMENT  OF  WALTER  G.  WHITMAN— Resumed 

Mr.  Sourwine.  Mr.  Chairman,  I believe  Dr.  Wliitman  has  brought 
with  him  this  morning  certain  material  that  the  committee  asked  for 
at  the  prior  hearing  and  would  like  to  present  it  at  this  time. 

The  Chairman.  You  may  make  such  statement  as  you  may  see  fit, 
to  explain  the  material.  Doctor. 

Dr.  Whitman.  Yes,  sir. 

I am  presenting  to  you  now  a letter  from  Mr.  Nelson,  dealing  with 
the  question  of  petitions  which  have  been  submitted  to  the  War 
Production  Board  in  connection  with  beverage  production.  I am 
submitting  also  to  you  a letter  from  me  which  contains  certain  statisti- 
cal information  that  was  requested  by  the  committee. 

The  Chairman.  Thank  you. 

Do  you  want  these  letters  to  go  in  the  record,  Mr.  Sourwine? 

Mr.  Sourwine.  I believe  they  should  go  in,  Mr.  Chairman. 

The  Chairman.  The  letter  from  Mr.  Nelson  addressed  to  myself, 
dated  May  10,  will  be  inserted  in  the  record,  with  the  enclosure,  and 
also  the  letter  from  Dr.  Whitman,  addressed  to  myself,  under  date  of 
May  11. 

(The  letters  referred  to  are  as  follows:) 

War  Production  Board, 
Washington,  D.  C.,  May  10,  1944- 

Hon.  Pat  McCarran, 

Chairman  United  States  Senate  Committee  on  the  J udidary, 

Washington,  D.  C. 

Dear  Senator  McCarran:  In  accordance  with  the  request  made  at  the  hear- 
ings held  on  May  4 before  your  committee,  I am  transmitting  herewith  an  excerpt 
from  the  minutes  of  the  November  19,  1942,  meeting  of  the  War  Production  Board 
“Industrial  Alcohol  Producers  Industry  Advisory  Committee”  containing  that 
committee's  recommendation  to  us  with  respect  to  a vacation  from  Government 
production  of  high-proof  alcohol.  This  recommendation  has  been  continuously 
before  us  and,  as  I explained  at  the  hearings,  informal  representations  to  the  same 
effect  have  been  made  from  time  to  time  by  members  of  the  industry.  War 
Production  Board  has  also  been  advised  of  the  recent  communication  by  the 
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Distilled  Spirits  Institute,  Inc.,  to  you  with  respect  to  some  resumption  of  bever- 
age distillation. 


In  addition  to  these  recommendations  of  the  distilling  industry  we  have  received 
ov'er  the  past  year  or  more  many  resolutions  or  recommendations  for  a “whisky 
holiday^'  from  those  engaged  in  the  wholesale  and  retail  liquor  trade.  Included 
among  this  group  are  the  following:  Massachusetts  on  Premise  Liquor  Dealers 
Council;  Boston  Retail  Liquor  Dealers  Association;  Tavern  League  of  Wisconsin; 
Tavern  Association  of  Ohio,  Michigan,  Illinois,  Wisconsin,  and  Missouri;  Illinois 
State  Retail  Liquor  Dealers  Association;  Southern  ('alifornia  Tavern  Association; 
Allegheny  (Pa.)  County  Retail  Liquor  Dealers  Association;  New  ^ork  State 
Restaurant  Liquor  Dealers  Association,  Inc.;  Missouri  Wholesale  Liquor  Dealers 
Association,  Inc.;  New  Jersey  Licensed  Beverage  Association. 

I might  add  that  we  have  received  many  communications  from  individuals 
some  of  whom  favored  limited  resumption  of  beverage  liquor  production  and 

others  who  did  not.  , 

We  do  not  find  that  any  formal  application  has  been  made  to  us  by  the  dis- 
tilling industry  or  by  the  War  Food  Administration,  who  has  had  responsibility 
for  and  supervision  over  beverages  since  last  summer,  to  have  whisky  and  similar 
alcoholic  beverages  declared  to  be  essential.  However,  as  I mentioned  at  the 
hearings,  members  of  the  industry — both  the  distillers  and  others  in  the  trade — 
have  represented  to  us  that  it  was  essential,  in  their  opinion,  to  resume  beverage 
production  as  soon  as  it  could  be  done  without  injury  to  the  war  effort. 

Sincerely 

Donald  M.  Nelson,  Chairman. 


Industrial  Alcohol  Producers, 

Industry  Advisory  Committee, 

November  19,  194^. 

Vacation  From  Government  Production 

Committee  members  submitted  a recommendation  on  vacation  from  Govern- 
ment production  of  high-proof  alcohol.  The  recommendation,  made  to  the 
Chemicals  Division  and  to  the  Beverage  and  Tobacco  Division,  is  as  follows: 

Vnfiereas  during  the  early  days  of  the  defense  program  and  before  the  war 
program,  the  beverage  distilling  industry  volunteered  its  facilities  for  use  in  the 
production  of  alcohol,  and 

Whereas  the  industry  has  proceeded  in  a movement  of  voluntary  conversion 
of  its  plants  equipped  to  produce  alcohol,  and 

Whereas  said  voluntary  conversion  program  has  proceeded  to  the  point  that 
has  made  possible  amendment  of  War  Production  Board  Conversion  Order  M— 69 
so  as  to  take  the  entire  output  of  the  industry  so  long  as  needed  instead  of  taking 
partial  production  of  the  industry  month  to  month  by  individial  directive.  Now, 
therefore,  looking  to  the  future,  . i • 

The  beverage  distilling  industry  hereby  suggests  to  the  Chemical  Division 
and  the  Beverage  and  Tobacco  Division  of  the  V ar  Production  Board  that  the 
following  suggestions,  recommendations  and  views  be  submitted  to  the  proper 
War  Production  Board  officials. 

1.  That  the  industry  is  glad- to  continue  to  produce  all  of  the  alcohol  that 

it  can  for  war  purposes.  . 

2.  That  if,  as  and  when  the  stocks  and  supplies  of  alcohol  make  it  unnecessary 
that  all  facilities  of  the  industry  can  be  used  for  alcohol  production  making  pos- 
sible return  of  the  plants  temporarily  to  beverage  production  the  War  Production 
Board  consider  the  following: 

(a)  That  in  order  to  produce  beverage  whisky,  it  is  necessary  that  proper 
cooperage  be  available;  that  the  cooperage  plants  are  not  now  operating  and 
that  it  will  take  time  to  assemble  manpower  and  supplies  in  order  to  produce 
the  necessary  cooperage.  Therefore,  the  V ar  Production  Board  if  possible 
should  announce  at  least  60  davs  ahead  of  the  time  when  the  plants 
back  to  beverage  use  the  date  when  and  the  time  during  which  beverage  produc- 
tion will  occur.  , , , X * u 

3.  That  if,  as  and  when  beverage  spirits  are  produced  the  same  treatment  be 
afforded  plants  that  have  rectifying  columns  in  them  as  is  given  to  plants  in  which 
there  are  no  such  columns. 

4.  That  if,  as  and  when  such  beverage  production  occurs,  each  distillery  be 
permitted  to  operate  simultaneously  the  same  number  of  days. 
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‘ Wak  Production  Board, 

Washington,  D.  C.,  May  11,  1944. 

Hon.  Pat  McCarran, 

United  States  Senate,  Washington,  D.  C. 

Dear  Senator  McCarran:  I transmit  to  you  herewith  the  following  tables.* 
giving  information  which  w'as  requested  of  us  at  earlier  hearings  of  your  committee: 

1.  Past  usage  of  ethyl  alcohol  for  toiletries  and  cosmetics. 

2.  Ethyl  alcohol  for  antifreeze. 

3.  Methanol  production. 

4.  Ethylene  glycol. 

5.  Antifreeze  production. 

6.  Receipts  of  Caribbean  mola.sses  in  the  fir.st  4 months  of  1944. 

A revised  distribution  of  ethyl  alcohol  in  the  indirect  military  and  epential 
civilian  categories  is  being  calculated.  It  appears  now  that  the  distribution  will 
not  differ  significantly  from  the  estimates  of  last  January  w'hich  Mr.  Nelson 


presented  la-st  week  to  your  committee. 

As  regards  the  carry-over  of  civilian  antifreeze  this  spring  we  are  advised  that 
producers’  stocks  were  nearly  exhausted.  The  only  estimate  of  distributors’ 
stocks  we  have  been  able  to  secure  is  about  five  to  six  million  gallons. 

Sincerely, 

Walter  G.  W hitman, 
Assistant  Director,  Chemicals  Bureau. 


Dr.  Whitman.  May  I also  request  that  a correction  be  made  in  my 
testimony  on  page  1138,  which  dealt  with  the  calculation  of  the  sugar 
equivalent  for  the  blackstrap  molasses  that  we  expected  to  go  into 
industrial  alcohol. 

I gave  a figure  of  340,000  tons,  and  I would  like  to  correct  it  to 
440,000,  if  there  is  no  objection. 

The  Chairman.  The  correction  will  be  made. 

Dr.  Whitman.  I would  add,  sir,  in  connection  with  the  letters 
which  Mr.  Nelson  is  going  to  give  you  about  the  restriction  on  im- 
portation of  beverage  cane  spirits,  that  those  letters  have  been 
assembled  and  are  being  prepared  for  later  submittal  to  the  com- 
mittee. 

The  Chairman.  Very  well. 

Dr.  Whitman.  We  have  not  yet  had  an  opportunity  to  fully  check 
the  data  on  the  importations  from  Cuba  by  various  importers  but  will 
attempt  to  get  something  to  you  later  on  that  point.*  W e would  prefer 
not  to  submit  premature  data  which  might  have  to  be  later  adjusted. 

Mr.  SouRWiNE.  Will  that  come  in  within  a few  days,  Dr.  VTiitman? 

Dr.  Whitman.  I would  hope  so.  I believe  that  finally  it  may  have 
to  come  from  Tariff  rather  than  from  ourselves,  because  that  is  the 
source  of  our  information. 

Mr.  SouRWiNE.  But  you  are  going  to  follow  it  down  and  get  it 
for  us? 

Dr.  Whitman.  Yes;  or  else  refer  you  directly  to  tariff,  if  it  turns 
out  that  that  is  the  way  to  do  it. 

I would  like  to  also  make  a short  statement  in  connection  with  the 
ethylene  glycol  figures  from  the  military,  which  Mr.  Sourwine  re- 
quested. ft  appeai-s  from  our  study  that  the  figures  which  he  re- 
ceived were  all  right,  but  they  were  not  complete  as  far  as  the  total 
amounts  which  are  taken  by  the  military. 

Mr.  Sourwine.  Well,  are  you  going  to  go  a little  further  with  that 
statement  and  give  us  what  you  say  the  right  figures  are? 

Dr.  Whitman.  I can  give  you  the  combined  military  and  lend-lease, 
which  for  the  year  1943  is  roughly  9,000,000  gallons. 

* These  tables  appear  at  the  points  in  the  record  where  the  material  was  requested. 

* No  further  data  in  this  regard  was  submitted. 
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Mr.  SouRWiNE.  Are  we  lend-leasing  ethylene  glycol  too? 

Dr.  Whitman.  Yes. 

Mr.  SouRwiNE.  Am  I to  understand  that  the  figures  that  were 
issued  on  use  by  the  military  of  ethylene  glycol  were  in  error? 

Dr.  Whitman.  I believe  they  were  correct  so  far  as  they  went,  but 
they  did  not  include  all  the  purchases  by  the  military  themselves  and 
by  the  military  for  lend-lease.  That  is  just  so  that  you  will  know  that 
there  is  additional  ethylene  glycol  that  falls  in  the  direct  military 
category. 

There  is  additional  ethylene  glycol. 

Mr.  SouRWiNE.  I think  it  would  be  well  if  you  could  submit  a 
figure  on  how  much  more  there  is. 

Dr.  Whitman.  Well,  sir;  in  this  set  of  data  which  I have  given  to 
Senator  McCarran  this  morning  there  is  our  rough  break-down  of  the 
1943  ethylene  glycol  usage. 

Mr.  SouRWiNE.  I see.  Does  that  complete  the  material  you  had  to 
submit? 

Dr.  Whitman.  Yes,  sir;  except  one  other  point. 

You  brought  up  the  issue  of  a discrepancy  between  the  figures  of 
F.  E.  A.  and  Treasury  Procurement  in  connection  with  lend-lease 
shipments  during  the  first  quarter.  I think  that  that  could  be  ex- 
plained by  Treasury  and  F.  E.  A.,  but  I tliink  that  basically  it  is  a 
difference  between  when  they  take  their  figures  into  account. 

For  e.xample,  there  were  certain  ships  being  loaded  on  the  1st  of 
January.  In  one  case  that  would  be  in  the  1944  figures,  and  in  another 
case  it  would  be  in  the  1943  figures.  So  that  it  is  not  unusual  at  all  to 
find  discrepancies  of  that  type  between  agencies  whose  figures  are  not 
kept  for  exactly  the  same  purpose. 

That  is  all;  sir. 

Mr.  SouRWiNE.  All  right.  Dr,  Whitman. 

Since  we  have  had  a lapse  of  about  a week,  I will  begin  by  asking 
one  or  two  foundation  questions  to  get  us  into  the  subject  of  stock 
piles,  which  I want  to  talk  about  first  today. 

When  you  speak  of  stocks  of  alcohol,  what  do  you  mean,  Dr. 
Whitman? 

Dr.  Whitman.  I am  speaking  generally  of  the  Government  stocks 
of  alcohol  owned  by  Defense  Supplies  Corporation,  and  including 
stocks  in  the  butadiene  and  styrene  plants,  and  in  the  arsenals  and 
lend-lease  terminals. 

Mr.  SouRWiNE.  Is  your  figure  on  stocks  built  up  by  the  addition  of 
totals  on  hand  in  each  of  these  categories,  or  is  it  the  result  of  some 
other  computation? 

Dr.  Whitman.  The  first;  sir. 

Mr.  SouRWiNE.  That  is,  to  get  the  total  figure  on  stocks  as  of  a 
certain  date,  you  add  first  the  amount  of  alcohol  on  hand  owned  by 
the  Defense  Supplies  Corporation — in  other  words,  leased  or  o^vned 
alcohol  on  that  date? 

Dr.  Whitman.  Yes. 

Mr.  SouRWiNE.  And  to  that  you  add  the  amount  held  at  arsenals 
and  chemical  warfare  depots? 

Dr.  Whitman.  Yes. 

Mr.  SouRWiNE.  And  to  that  you  add  the  amount  held  in  the  rubber 
plants? 
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Dr.  Whitman.  Yes.  That  is  all  added  by  Defense  Supplies  Cor- 
poration. 

Mr.  SouRWiNE.  Yes.  And  to  that  you  add  stocks  at  lend-lease 
terminals? 

Dr.  Whitman.  Correct. 

Mr.  SouRWiNE.  Now,  do  you  add  anything  else? 

Dr,  Whitman.  I believe  that  covers  the  categories,  sir. 

' Mr.  SouRWiNE.  How  about  alcohol  in  the  hands  of  producers, 

Dr.  Whitman? 

Dr.  Whitman.  Only  if  Defense  Supplies  Corporation  has  taken 

/ title  to  that  alcohol. 

Mr.  SouRwiNE.  If  Defense  Supplies  Corporation  has  taken  title, 
you  can  include  that  in  the  amount  of  the  Defense  Supplies  Cor- 
poration figure? 

Dr.  Whitman.  Yes.  Remember  that  when  I say  “I  do,”  actually 
Defense  Supplies  Corporation  does  this  and  submits  the  figures. 

Mr.  SouRWiNE.  You  take  the  Defense  Supplies  Corporation 
figures? 

Dr.  Whitman.  Yes. 

Mr.  SouRWiNE.  It  was  my  understanding.  Dr.  Wl*^itman,  that  the 
Defense  Supplies  Corporation  did  not  include  in  their  figure  of  owned 
alcohol  any  alcohol  at  the  plants  of  producers,  that  they  take  delivery 
in  tank  cais,  and  even  though  it  is  held  for  their  account  at  a plant, 
they  do  not  include  it  in  their  figure  until  delivered  on  board  a tank 
car,  and  then  they  may  add  it  to  their  stocks. 

Dr.  Whitman.  That  may  be.  At  certain  producer  plants,  I 
believe  Defense  Supplies  also  has  some  leased  storage,  and,  of  course, 
such  alcohol  would  be  included  in  their  stock  figure. 

Mr.  SouRWiNE.  Now,  how  about  alcohol  in  transit? 

Dr.  Whitman.  That  is  not  included. 

Mr.  SouRwiNE.  How  about  stocks  of  alcohol  in  the  hands  of  com- 
mercial users? 

Dr.  Whitman.  That  is  not  included. 

Mr.  SouRWiNE.  How  about  stocks  of  denatured  alcohol? 

Dr.  Whitman.  I think  that  Defense  Supplies  Corporations  owns 
some  denatured  alcohol  which  is  included. 

Mr.  SouRWiNE.  Which  is  included? 

Dr.  Whitman.  Yes;  in  the  stocks. 

" Mr.  SouRwiNE.  Doctor,  when  you  say  so  much  alcohol  was  in  the 

stock  pile  on  a certain  date,  you  are  referring  to  alcohol  that  was 
physically  present  in  the  United  States  somewhere  on  that  day;  are 
you  not? 

, Dr.  Whitman.  That  is  correct. 

Mr.  SouRWiNE.  Is  it  correct  that  on  January  3 of  this  year  you 
reported  that  alcohol  production  for  1942  was  297.5  million  gallons? 

Dr.  Whitman.  Yes. 

Mr.  SouRWiNE.  Does  that  same  report  show  that  1942  alcohol 
requirements  totaled  226,000,000  gallons? 

Dr.  Whitman.  Yes. 

Mr.  SouRwiNE.  The  excess  of  production  over  requirements  during 
1942  was  then  71.5  million  gallons ; is  that  right? 

Dr.  Whitman.  I would  guess  so;  yes.  Just  a minute. 

Mr.  SouRwiNE.  Surely,  sir. 
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Dr.  Whitman.  Yes. 

Mr.  SouRwiNE.  The  acquisition  of  this  stock  pile  was  begun  in  the 
late  spring  of  1942? 

Dr.  Whitman.  Yes.  • ' i r 

Mr.  SouRWiNE.  Did  your  report  on  January  3 give  the  total  of 

alcohol  stocks  on  December  31,  1942,  as  64.2  million  gallons? 

Dr.  Whitm.\n.  Yes. 

Mr.  SouRWiNE.  If  the  excess  of  production  over  consumption  was 
71.5  million  gallons,  how  was  it  there  were  only  64.2  million  gallons 
in  the  stock  pile  at  the  end  of  the  year?  ... 

Dr.  Whitman.  The  most  probable  explanation  is  a variation  in 

stocks  held  in  commercial  hands. 

Mr.  SouRWiNE.  Can  you  go  a little  further  with  that? 

Dr.  Whitman.  Yes. 

Mr.  SouRwiNE.  We  are  trying  to  find  out  what  became  of  some 

7,000,000  gallons  of  alcohol. 

Dr.  Whitman.  Yes.  In  the  first  place,  remember  that  1942,  as  I 
have  previously  explained,  has  been  difficult  to  get  fully  reliable  in- 
formation on,  because  the  collection  of  statistics  was  much  weaker  at 
that  time  than  it  is  today.  What  we  are  putting  dowm  as  production 
is  the  total  production  of  the  country,  whether  it  goes  into  Defense 
Supplies’  hands,  or  whether  commercial  pro<lucers  keep  it  themselves 
and  distribute  it.  The  only  condition  under  w hich  you  w ould  have  an 
absolute  check  of  the  difference  betw'een  production  and  usage  and  the 
change  in  stock  pile  w'ould  be  if  the  stocks  in  the  hands  of  the  com- 
mercial produceis  changed  not  at  all  over  that  period. 

Now,  as  of  those  days  we  did  not  have  stocks  in  the  hands  of  com- 
mercial producers.  We  knew  that  they  w'^ere  low,  but  we  did  not 
attempt  to  follow  just  how  those  were  changing  and  a difference  of 

7,000,000  gallons  in  the  stocks  of  the  commercial  producers  would 
account  for  that  difference. 

Mr.  SoxjRWiNE.  You  mean  that  might  indicate  an  increase  of 

7,000,000  gallons  in  stocks  in  the  hands  of  producers  from  the  begin- 
ning of  1942  to  the  end  of  1942? 

Dr.  Whitman.  Yes.  The  chances  are  very  good  that  that  is  not  the 
whole  explanation,  but  that  that  is  a partial  explanation  of  it.  I 
might  say  this,  that  each  month  w^e  compare  the  difference  between 
our  stock-pile  change  and  the  difference  betwreen  production  and 
usage.  Very  seldom  do  they  check  on  the  nose.  The  only  time  they 
check  on  the  nose  is  our  preiiiction  of  w'hat  is  going  to  happen  in  the 
future,  and,  of  coui-se,  we  have  no  other  basis. 

Mr.  SouRwiNE.  Since  that  is  a matter  of  computation,  it  must 

balance. 

Dr.  Whitman.  Yes.  But  if  you  wdll  look  back  through  the  past, 
you  will  find  very  few  months  in  wdiich  we  got  an  absolute  check  of 
the  change  in  stock  pile  versus  the  difference  between  production 
and  requirements,  and  you  can  see  that  any  change  in  commercially 
held  stocks  w'ould  itself  prevent  you  from  getting  such  a balance. 

Mr.  SouRWiNE.  But  you  have  very  little  (question  about  your  latest 
revised  figure  on  production  in  1942? 

Dr.  Whitman.  Not  much  question;  no. 

Mr.  SouRWTNE.  It  is  not  7,000,000  gallons  off  or  1,000,000  gallons 
off? 
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Dr  Whitman.  Oh,  I wouldn’t  say  that  it  couldn’t  be  a million 
gallons  off.  I would  say  that  our  figures  might  be  several  miUion 

gallons  off  for  1942.  _ j- i + •? 

Ml  SouRWTNE.  You  did  better  in  1943,  didn  t you.  Doctor. 

Dr.  Whitman.  I think  w'e  did,  but  I do  not  like  to  guarantee  the 

absolute  accuracy  of  these  figures.  w i i 

Mr.  SouRWTNE.  How'  about  requirements  for  1942.  Would  mat 
perhaps  be  several  millions  of  gallons  off,  also? 

Dr.  Whitman.  It  might  be;  yes. 

Mr.  SouRWTNE.  That  is  a use  figure  now? 

Dr.  Whitman.  That  is  correct.  • j i ..i, 

Mr.  SOURWINE.  Then  there  is  still  some  doubt  in  your  mind  whether 

there  is  71.5  million  gallons  difference  between  production  and  use  in 
1942;  there  is  still  some  question  in  your  mind  whether  there  actually 

was  that  much  surplus  of  alcohol?  , , . , ^ i.-  i 

Dr.  Whitman.  Yes;  I wouldn’t  pin  much  faith  on  that  particular 

7.000. 000-gallon  figure.  . , , , - , 

Mr.  Sour  WINE.  Your  stock-pile  figure  might  be  right. 

The  Chairman.  Is  it  7 or  70? 

Dr.  Whitman.  The  discrepancy,  sir,  was  7,000,000  gallons  between 
the  calculation  and  the  other  way. 

The  Chairman.  I see. 

Mr.  SouRWTNE.  Subtracting,  Senator,  the  use  from  production,  you 

get  the  balance  of  l\)i  million  gallons. 

The  Chairman.  Yes.  . o -it 

Mr.  SOURWTNE.  And  the  stock  pile  only  grew  to  64.2  million 

gallons. 

The  Chairman.  I see. 

Mr.  SouRWTNE.  Dr.  WTiitraan,  according  to  the  same  report  on 
January  3,  did  you  give  alcohol  production  for  1943  as  totaling 

451.000. 000  gallons? 

Dr.  Whitman.  Yes,  sir.  „ . i i + 

Mr.  SOURWINE.  Including  228,000,000  gallons  from  beverage  plants, 

148.000. 000  gallons  from  industrial  plants,  56,000,000  gaOons  from 
synthetic  plants,  and  5,000,000  gallons  from  new  plants,  and  14,000,- 

. 000  gallons  from  imports;  is  that  right,  sir? 

Dr.  Whitman.  Yes,  sir.  i 

Mr  Sourwine.  According  to  a War  Production  Board  press  re- 
lease under  date  of  April  15  of  this  year,  which  quoted  you,  industrial- 
alcohol  requirements  hi  1943  totaled  42S}^  million  gallons;  is  that 

right,  sir? 

Dr.  Whitman.  Yes,  sir.  . 

Mr.  Sourwine.  Subtracting  that  figure  of  the  requirements  from 

the  production  figure,  you  have  a difference  of  22^  million  gallons 
representing  the  excess  of  production  over  requirements,  is  mat 

right,  sir? 

Dr.  Whitman.  Yes,  sir;  I believe  you  are  correct. 

Mr.  Sourwine.  Now,  your  January  3 report,  this  year,  showed 
that  total  stocks  on  December  31,  1943,  were  79.7  million  gallons;  is 

that  right? 

Dr.  Whitman.  Yes.  , , , u 

Mr.  Sourwine.  This  same  report  showed  stocks  on  December 

31,  1942,  as  64.2  million  gallons — the  figure  w'e  have  just  referred  to. 
Dr.  Whitman.  Yes. 
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Mr.  SouRwiNE.  The  difference  between  stocks  at  the  end  of  1942 
and  at  the  end  of  1943,  according  to  your  report,  amounted,  therefore, 
to  15K  million  gallons.  Is  that  right? 

Dr.  Whitman.  That  is  correct. 

Mr.  SouRwiNE.  But  we  have  just  seen  that  supplies  exceeded 
requirements  by  22^  million  gallons.  What  happened  to  the  other 

7,000,000  gallons  in  1943? 

Dr.  Whitman.  I think  the  probable  explanation  is  about  what  it 
was  for  the  year  1942. 

Mr.  SouRwiNE.  It  is  just  a coincidence  that  it  is  7,000,000  gallons 
each  year? 

Dr.  Whitman.  Yes. 

Mr.  SouRwiNE.  Or  perhaps  that  might  statistically  indicate  a 
margin  of  error  in  the  figure? 

Dr.  Whitman.  It  might.  On  the  other  hand,  there  is  a very 
definite  factor,  namely,  the  stocks  held  hi  commercial  hands,  which 
we  recognize  varies  to  some  extent. 

Mr.  SouRwiNE.  You  do  not  mclude  those  figures  in  your  stock- 
pile totals? 

Dr.  Whitman.  That  is  correct. 

Mr.  SouRwiNE.  Now,  your  figure  on  total  alcohol  production 

Dr.  Whitman.  May  I interrupt? 

Mr.  SouRWiNE.  Surely.  Excuse  me. 

Dr.  Whitman.  I would  like  to  point  out  that  because  that  varia- 
tion does  exist,  one  should  not  expect  these  two  figures  to  check  on 
the  nose.  If  they  did  it  would  be  purely  fortuitous. 

Air.  SouRwiNE.  Your  figure  on  total  alcohol  production  during 
1943,  exclusive  of  imports,  was  437,000,000  gallons.  Is  that  right, 
sir? 

Dr.  Whitman.  1943? 

Mr.  SouRwiNE.  Yes,  sir. 

Dr.  Whitman.  I am  afraid  I lost  that  question. 

Mr.  SouRwiNE.  You  had  a total  supply  of  451,000,000  gallons,  of 
which  14,000,000  gallons  was  imports? 

Dr.  Whitman.  Yes. 

Mr.  SouRwiNE.  That  left  437,000,000  gallons  as  total  alcohol 
production  during  1943. 

Dr.  Whitman.  Yes.  Those  are  our  January  3 figures.  Correct. 

Mr.  SouRwiNE.  You  can  arrive  at  the  stune  figure,  not  by  sub- 
tracting imports  from  the  total  but  by  adding  up  the  factors  which 
we  spoke  about  a few  moments  ago. 

Dr.  Whitman.  Yes. 

Mr.  SouRwiNE.  The  Bureau  of  Internal  Revenue  has  reported  net 
alcohol  production  for  1943  as  437.3  million  gallons,  which  appears 
to  check  very  closely  with  your  total.  Doctor.  Was  this  figure  based 
on  the  Alcohol  Tax  Unit’s  report? 

Dr.  Whitman.  Yes. 

Mr.  SouRwiNE.  You  didn’t  arrive  at  it  independently? 

Dr.  Whitman.  With  this  exception,  that  for  the  immediate  pre- 
ceding month  we  take  our  own  figures,  and  about  2 months  later  we 
adjust  them  to  the  figures  which  we  are  able  to  get  from  the  Alcohol 
Tax  Unit,  so  that  at  any  particular  time  we  are  up  to  date  with  our 
own  figures,  but  the  last  2 or  3 months  may  have  to  be  adjusted 
subsequently  to  fit  the  data  of  the  Alcohol  Tax  Un  t. 
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Air.  Sourwine.  You  assume,  then,  that  the  Alcohol  Tax  Unit’s 
figures  are  more  basically  sound  than  your  own? 

Dr.  Whitman.  We  accept  those  finally  as  the  official  production 
figures. 

Mr.  Sourwine.  Now,  your  total  included  228,000,000  gallons  pro- 
duced by  beverage  plants;  is  that  right,  sir? 

Dr.  Whitman.  Yes,  sir. 

Mr.  Sourwine.  When  you  say  “beverage  plants,”  do  you  mean 
registered  distilleries?  . 

Dr.  Whitman.  Yes.  I would  like  to  point  out,  in  addition,  that 
some  of  the  alcohol  which  is  made  in  wUat  we  call  new  plants  repre- 
sents alcohol  that  came  from  authorized  expansion  of  beverage  dis- 
tilleries. So  that  the  total  amount  produced  from  a beverage  dis- 
tillery which  had  just  gone  through  an  expansion  would  be  tabulated 
part  as  regular  beverage  plant  and  part  of  it  as  new  plants. 

Mr.  Sourwine.  Now,  Doctor,  the  Alcohol  Tax  Unit  reported  gross 
production  at  registered  distilleries  during  1942,  includuig  production 
by  redistillation,  as  93.9  million  gallons  of  industrial  alcohol  at  190 
proof. 

Dr.  Whitman.  93.9. 

Air.  Sourwine.  Plus  unfinished  spirits  equivalent  to  116.4  million 
gallons  of  alcohol  at  190  proof.  How  do  you  reconcile  those  figures? 

Dr.  Whitman.  This  was  what  year? 

Air.  Sourwine.  1943. 

Dr.  Whitman.  I cannot  reconcile  them  at  the  moment,  but  I can 
tell  you  where  such  a discrepancy  might  well  occur.  I know  that 
certain  distilleries  have  licenses  as  both  industrial  alcohol  plants  and  as 
registered  distilleries.  There  may  be  a difference  in  the  way  we 
selected  a plant,  as  to  whether  it  was  to  be  called  a beverage  distillery 
or  an  industrial  alcohol  plant. 

Air.  Sourwine.  In  other  words,  if  you  carried  a plant  in  industrial 
alcohol  where  A.  T.  U.  carried  it  in  registered  distilleries,  their  total 
for  industrial  alcohol  would  be  higher  and  your  figure  would  be  lower? 

Dr.  Whitman.  Yes,  sir.  As  you  pointed  out,  the  over-aU  total 
figure  for  the  country  checks,  as  it  should,  the  A.  T.  U.  figure. 

Air.  Sourwine.  Now,  your  total  production  figure  included 

148.000. 000  gallons  from  industrial  plants.  Is  that  right,  sir? 

Dr.  Whitman.  I believe  so.  You  have  added  those  up  and  I will 
accept  that. 

Air.  Sourwine.  The  Alcohol  Tax  Unit  reports  a production  of 

271.000. 000  gallons  at  industrial  alcohol  plants,  including  production 
by  redistillation.  How  do  you  reconcile  those  two  figures? 

Dr.  Whitman.  Well,  the  synthetic  alcohol  plants  were,  of  course, 
included  in  the  A.  T.  U.  figure  as  industrial  alcohol,  and  of  course, 
we  have  separated  synthetic  alcohol  from  the  other  industrial  alcohol 
plants. 

Air.  Sourwine.  What  was  the  production  from  synthetic.  Doctor, 
in  1943? 

Dr.  Whitman.  In  1943,  the  production  from  synthetic  was  56.4 
million. 

Air.  Sourwine.  That  should  he  added  to  the  148,000,000  gallons 
from  industrial  plants,  then,  to  get  a figure  that  is  comparable  with  the 
A.  T.  U.  figure  for  industrial  plants? 

Dr.  Whitman.  Yes. 
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Mr.  Sour  WINE.  Coming  out  204.3  million  gallons. 

Dr.  Whitman.  Yes. 

Mr.  SouRWiNE.  That  is  still  a good  deal  below  the  A.  T.  U.  figure 
of  production  of  271,000,000  gallons,  including  redistillation.  Do  you 
think  the  redistillation  figure  makes  all  of  that  difference? 

Dr.  Whitman.  I would  want  to  go  into  the  tabulation  of  which 
particular  plants  the  A.  T.  U.  includes  in  one  and  another  list.  I 
think  you  will  agree  with  me,  sir,  that  by  the  time  it  came  out  we 
would  find  ourselves  with  the  same  total  situation,  because  we  are 
taking  the  A.  T.  U.  total  production  figures. 

Mr.  SouRwiNE.  You  are  taking  the  A.  T.  U.  total  production 
figures? 

Dr.  Whitman.  Yes.  So  that  the  only  difference  could  be  a differ- 
ence in  the  categories  into  which  individual  plants  were  put. 

Mr.  SouRwiNE.  Doctor,  what  was  the  total  of  Government  alcohol 
stocks  on  April  15  of  this  year? 

Dr.  Whitman.  87K  million. 

Mr.  SouRwiNE.  I have  a figure  here  of  87,538,000  gallons;  that  is 
what  you  mean? 

Dr.  Whitman.  That  is  correct.  I often  round  it  off  to  the  nearest 
million,  and  would  normally  call  that  88,000,000  gallons. 

Mr.  SouRwiNE.  What  does  that  include?  Do  you  know  the  com- 
ponents of  those  stocks? 

Dr.  Whitman.  That  was  190  proof  alcohol. 

Mr.  SouRwiNE.  Yes,  sir;  but  I mean,  do  you  know  how  much  was 
owned  in  storage  by  the  Defense  Supplies  Corporation? 

We  have  listed  here  earlier  the  factors  which  you  have  added  in. 

Dr.  Whitman.  I don’t  know  that  these  figures  ought  to  come  out 
in  a public  hearing.  They  were  given  to  us  confidentially.  They 
represent  the  volumes  of  alcohol  stored  all  over  the  country.  In 
certain  points  there  are  rather  tremendous  concentrations  of  alcohol. 
They  are  given  to  us  in  confidence  and  I don’t  know  that  that  ought 
to  come  out  at  a public  hearing. 

Mr.  Sour  WINE.  I will  take  that  responsibility^.  They  are  furnished 
to  us  without  any  seal  of  confidence.  I don’t  know  that  it  is  mate- 
rial, but  since  I have  them  here,  let’s  put  them  in  the  record. 

Dr.  Whitman.  Since  they  are  always  furnished  to  us  in  confidence, 
I wonder  perhaps  if  it  wasn’t  a slip  and  in  the  interest  of  public 
safety,  it  might  be  desirable  for  you  to  check  with  Defense  Supplies 
before  you  put  them  in  the  record. 

Mr.  SouRwiNE.  Haven’t  you  given  those  figures  publicly.  Doctor? 

Dr.  Whitman.  Not  so  far  as  I know. 

Mr.  SouRwiNE.  You  have  never  testified  to  them  as  of  a given 
date? 

Dr.  Whitman.  I don’t  think  so. 

Mr.  Sour  WINE.  W.  P.  B.  never  put  them  in  a release? 

Dr.  Whitman.  I think  that  is  correct. 

Mr.  SouRWiNE.  I have  been  checking  every  2 weeks  on  those 
figures  and  they  have  always  been  given  to  me  oyer  the  telephone 
without  any  seal  of  confidence.  I have  made  written  requests  for 
them  and  received  them  m writing  without  any  request  that  they  be 
held  in  confidence. 

Dr.  hitman.  This  is  a question  for  your  jiidgment,  and  I am 
merely  saying  that  I would  advise  you  to  check  with  Defense  Supplies 
before  you  put  them  into  the  record,  but  it  is  up  to  you. 
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Mr.  SouRwiNE.  Mr.  Davis,  will  you  cdl  the  Defense  Supplies 
Corporation  and  ask  if  they  have  any  objection  to  our  putting  into  the 
record  the  figures  which  Mr.  Sabin  has  furnished  on  stocks  of  alcohol 
and  the  break-down  of  where  it  is  held. 

Dr.  Whitman.  I would  almost  go  a little  further  and  say  that,  as  a 
W.  P.  B.  official  responsible  for  alcohol,  I question  the  ydsdoin  of 
releasing  publicly  the  amounts  of  alcohol  stocks  held  at  various  points 

in  the  country.  . 

Senator  Murdock.  Who  is  responsible  for  the  policy,  you  or  the 

Defense  Supplies?  , _ -i  i ^ i. 

Dr.  Whitman.  Defense  Supplies  Corporation  is  responsible  for  the 

policy,  and  if  they  say  release  it,  I have  nothing  to  say  about  it. 

Mr.  SouRwiNE.  Except,  as  you  say,  in  yom’  opinion  it  is  unwose? 

Dr.  Whitman.  That  is  correct. 

Mr.  SouRWiNE.  We  will  pass  that  point  for  a moment,  sir. 

Have  you  any  figure  on  the  amount  of  alcohol  in  the  hands  of  com- 
rncrciftl  users? 

Dr.  Whitman.  Yes.  I think  we  testified  that  that  was  20,000,000 
gallons,  or  a little  less,  according  to  our  best  estimate.  I don’t  have 
that  with  me. 

Mr.  SouRWiNE.  That  is  in  the  hands  of  commercial  users? 

Dr.  Whitman.  That  is  in  the  hands  of  the  producers.  By  the  time 
it  has  been  denatured  and  goes  out  into  the  drug  stores,  and  so  forth, 
we  don’t  attempt  to  try  to  have  any  figure  on  the  inventory  which  is 
held  in  retail. 

Mr.  SouRwiNE.  My  original  question  was:  Have  you  any  figure  on 
the  amount  of  alcohol  in  the  hands  of  commercial  users? 

Dr.  Whitman.  Didn’t  I answer  it  for  you,  sir? 

Mr.  SouRwiNE.  If  you  want  to  stand  by  that  answer,  that  is  fine, 
sir. 

Dr.  "Whitman.  All  right. 

Mr.  SouRWiNE.  I undei’stood  you  to  say  a moment  ago  that  that 
was  the  amount  in  the  hands  of  producers,  which  is  a different  thing, 
isn’t  it? 

Dr.  Whitman.  Oh,  yes.  I will  stand  corrected. 

Mr.  Sour  WINE.  Well,  do  imu  have  any  figure  on  the  amount  of 
alcohol  in  the  hands  of  commercial  users? 

Dr.  Whitman.  Partial,  because  it  so  happens  that  some  of  the 
producers  are  themselves  among  the  largest  users  of  alcohol. 

Mr.  SouRWiNE.  Yes? 

Dr.  Whitman.  So  that,  to  that  extent,  we  do. 

Mr.  Sourwine.  Do  you  know  how  large  that  extent  is.  Doctor? 

Dr.  Whitman.  I shouldn’t  be  surprised  if  it  wasn’t  two-thirds  of  the 
usage  of  alcohol  by  people  who  are  producing  the  alcohol. 

In  other  words,  alcohol  is  a very  important  chemical  raw  material 
for  a number  of  other  products. 

Mr.  Sourwine.  And  the  producere,  or,  those  of  the  producers  who 
are  also  consumers,  represent  two-thirds  of  all  the  consumers? 

Dr.  Whitman.  That  was  my  offhand  guess,  and  I think,  in  terms  of 
volumes  of  alcohol  consumed  per  month,  I think  that  probably 
two-thirds  is  a good  safe  figure  to  use. 

Mr.  Sourwune.  That  application  of  a safe  figure  is  as  far  as  you  go 
in  having  figures  on  the  amount  in  the  hands  of  commercial  users? 

Dr.  Whitman.  I wouldn’t  want  to  put  it  quite  that  way. 
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Mr.  SouRWiNE.  Let  me  put  it  another  way. 

Dr.  Whitman.  Could  I put  it  my  way? 

Mr.  SouRWiNE.  Surely. 

Dr.  Whitman.  I am  saying  that  the  two-thirds  applies  to  the 

monthly  usage. 

Mr.  SouRWiNE.  Yes. 

Dr.  Whitman.  Now,  whether  those  producers  carry  as  heavy  a 
stock  of  alcohol  for  their  own  usage  as  would  be  necessary  for  a com- 
mercial user  at  some  distance  from  the  producing  point,  I don  t want 

to  say.  I don’t  think  they  would.  _ i,  , 

Mr.  SouRWiNE.  What  it  boils  down  to  is  that  you  really  don  t 
know  w'hat  the  stocks  on  hands  in  the  plants  of  commercial  users 

amount  to?  , ^ 

Dr.  Whitman.  I don’t  know  right  now.  We  have  the  hgures  at 

the  plants  of  commercial  users.  , , , i ^ ^ t 

Mr.  SouRWiNE.  You  do  have  the  amount  of  alcohol  at  the  plants  ot 

commercial  users? 

Dr.  Whitman.  Yes. 

Mr.  SouRWiNE.  Now,  just  to  be  sure  that  we  are  not  getting  there  a 
duplicated  figure 

Dr.  Whitman.  Wait  a minute.  At  the  plants  of  users  who  are 
producers. 

Mr.  SouRWiNE.  No,  I don’t  mean  that. 

Dr.  Whitman.  All  right.  Then  I haven’t  got  the  figures. 

Mr.  SouRWiNE.  All  right,  fine.  , , i xi  i 

According  to  the  Alcohol  Tax  Unit,  stocks  of  undenatured  ethyl 
alchol  and  industrial  alcohol  in  bonded  warehouses  totaled  at  the  end 
of  February  1942,  386,000  proof  gallons,  or  the  equivalent  of 
22,308,000  gallons  at  190  proof.  That  comes  pretty  close  to  your 
first  figure  of  20,000,000  gallons,  doesn’t  it? 

Dr.  W HITMAN.  Perhaps  fortuitously.  . . , 

!Mr.  SouRWiNE.  You  don’t  attempt  to  integrate  it  with  your 

figure  at  all?  . , x xi.  x • i j j 

Dr.  Whitman.  No;  because  I am  not  quite  sure  what  that  included. 

The  statement  that  vou  just  read,  w’ould  you  repeat  it  again? 

Mr.  SouRWiNE.  That  is  a total  figure,  22,308,000  gallons  of  190- 
proof  alcohol,  mdustrial  alcohol,  in  bonded  warehouses  at  the  end  of 
February  of  this  year. 

Dr.  VV HITMAN.  Yes.  . i x?  o 

Mr.  SouRWiNE.  You  would  not  be  inclined  to  question  that  figure !’ 

Dr.  Whitman.  I wouldn’t  be  inclined  to  question  the  figure.  It 

sounds  like  it  might  be  right. 

Mr.  SouRWiNE.  x\nd  as  a matter  of  fact  you  have  no  figures  of  your 
own  to  check  against  it,  to  check  it,  as  to  whether  it  is  right  or  wrong? 
.Dr.  Whitman.  That  is  right;  I do  not  have  here. 

Mr.  SouRWiNE.  x4.ccording  to  the  Alcohol  Tax  Unit,  stocks  of 
undenatured  alcohol  in  denaturing  plants  at  the  end  of  February 
totaled  65,012,006  proof  gallons,  or  an  equivalent  of  34,217,100  gallons 
at  190  proof.  Can  you  tell  me  whether  that  alcohol  is  included 

anywhere  in  your  figures  on  stocks? 

Dr.  Whitman.  I don’t  know  whether  any  of  that  is  owned  by 
Defense  Supplies  or  not?  Do  they  so  state? 

Mr.  SouRWiNE.  The  Alcohol  Tax  Unit  does  not  so  state,  sir. 
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Dr.  Whitman.  Well,  I wouldn’t  be  able  to  answer  you  without 
havmg,  without  studying  with  the  Alcohol  Tax  Unit  what  they  w'ere 

including  in  that  report.  xi  x x 

Air.  SouRW'iNE.  You  know  that  the  rubber  plants  have  the  status 

of  denaturing  plants,  do  you  not? 

Dr.  W^HiTMAN.  Yes;  I know  that  they  denature  alcohol  there. 

Air.  SouRWiNE.  So  stocks  in  the  rubber  plants  would  be  stocks  held 

at  denaturing  plants,  wouldn’t  they?  i -t  • 

Dr.  VYhitman.  If  that  is  the  way  the  Alcohol  Tax  Unit  is  classifying 

it;  yes.  I cannot  answer  you  on  that,  sir.  v i 

Air.  SouRwiNE.  Well,  I am  pressing  this  question  a httle  bit 
because  it  seems  to  me,  with  your  concern  over  the  stock  pue,  these 
are  facts  that  you  wmuld  w^ant  to  know,  sir. 

Dr.  W hitman.  W’eU,  go  ahead. 

Air.  SouRwiNE.  On  Alarch  28  of  this  year  you  furnished  the 
Gillette  subcommittee  of  the  Committee  on  Apiculture  and  Forestry 
with  a report  showing  that  private  stocks  of  industrial  alcohol  as  of 
December  31,  1943,  totaled  17.4  million  gallons.  You  stated  that 
this  figure  did  not  include  stocks  of  privately  held  alcohol  not  on 
Internal  Revenue  bonded  premises.  Does  that  mean  it  did  not 
include  the  stocks  of  commercial  usesrs? 

Dr.  Whitm.\n.  It  would  not,  I believe,  include  stocks  of  commercial 
users  after  it  left  the  hands  of  the  producers.  Now,  you  are  getting 
into  a very  technical  line  of  questioning,  in  which  I am  not  fully 
prepared  to  answer  wdth  accuracy. 

I think  that  the  Alcohol  Tax  Unit  people,  who  have  had  many 
yearn  of  experience  in  just  how  they  put  up  their  figures,  could  either 
testify  before  you,  or  I should  be  glad  to  work  with  them  and  try  to 
clear  up  any  of  these  questions  that  you  consider  sufficiently  important 
to  j ustify  taking  the  time. 

Mr.  SouRWiNE.  Is  that  figure  which  you  gave  the  Gillette  com- 
mittee one  which  you  obtained  from  the  xMcohol  Tax  Unit? 

Dr.  W’^HiTMAN.  I believe  so.  Yes;  that  is  correct. 

Air.  SouRwiNE.  Do  you  know  wUether  that  figure  you  gave  the 
Gillette  committee  included  the  stocks  on  hand  at  the  plants  of  all 
producers? 

Dr.  W’’hitman.  I believe  that  it  did. 

Mr.  SouRWiNE.  Did  it  perhaps  include  only  the  stocks  of  such 
small  commercial  users  as  do  not  operate  on  bonded  premises? 

Dr.  W’ HITMAN.  I don’t  know,  sir. 

Air.  SouRW’iNE.  Did  that  figure  include  anything  but  the  stocks  on 
hand  at  the  plants  of  producers?  Do  you  know  that,  sir? 

Dr.  Whitman.  Yes;  apparently  it  did.  I am  referring  to  my 
assistant’s  comment  to  tell  me  what  exactly  it  did  and  did  not. 

Mr.  SouRWTNE.  So  that  all  of  the  17.4  million  gallons  w'^as  not  in 
the  hands  and  at  the  plants  of  producers? 

Dr.  W'hitman.  That  is  correct. 

Air.  SouRWiNE.  W'hat  is  your  present  estimate  of  private  alcohol 
stocks,  that  is,  private  alcohol,  wUich  is  not  intended  for  the  Defense 
Supplies  Corporation,  and  is  in  the  hands  of  industrial  alcohol  users? 

Dr.  W’^hitm-'VN.  Roughly,  as  I said,  20,000,000  gallons,  or  a little  less. 

Air.  SouRWiNE.  Well,  that  doesn’t  jibe  wdth  the  answers  we  have 
just  had.  Doctor.  You  had  a figure  of  17.4  million. 

Dr.  W'hitman.  Yes. 
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Mr.  SouRWiNE.'  And  you  said  that  all  of  that  was  not  stocks  at  the 
plants  of  producers.  Then  you  say  you  estimate  stocks  of  private 
alcohol  in  the  hands  of  industrial  alcohol  producers  and  not  intended 
for  the  Defense  Supplies  Corporation  at  about  20,000,000  gallons. 

Dr.  Whitman.  Or  a little  less. 

Mr.  SouRWiNE.  Actually,  it  would  have  to  be  less  than  17.4, 
wouldn’t  it.  Doctor? 

Dr.  Whitman.  Well,  technically  no,  but  practically  yes. 

I say  teclmically  no  because  you  are  talking  about  two  different 
times,  but  let’s  forget  that  and  just  agree  that  it  should  be  less  than 
17.4  million. 

Mr.  SouRWiNE.  Or  else  the  17  figure  was  too  low. 

Dr.  Whitman.  Yes. 

Mr.  SouRwiNE.  Wliat  is  your  estimate  of  the  amount  of  alcohol 
the  distillers  are  holding  and  which  the  Defense  Supplies  Corporation 
is  going  to  purchase? 

Dr.  Whitman.  I don’t  remember  whether  we  have  made  such  an 
estimate,  but  I think  it  is  something  like  this  order  of  magnitude,  that 
the  distillers  might  have  on  an  average  perhaps  a week’s  production 
that  hadn’t  yet  been  transferred  to  Defense  Supplies. 

Mr.  SouRWiNE.  How  much  would  that  amount  to.  Doctor? 

Dr.  Whitman.  That  would  amount  to  roughly  around  5,000,000 
gallons.  Around  5,000,000  gallons.  Now,  that  figure,  I couldn’t 
give  any  high  accuracy  to,  but  what  I recall  is  that  in  discussing  the 
problem  of  how  much  tankage  should  be  supplied  to  distillers  so  that 
they  would  be  able  properly  to  store  their  alcohol  and  not  tie  up  tank 
car  transportation,  we  made  quite  a study  of  how  much  tankage  was 
available  at  the  various  distilleries,  and  it  seems  to  me  that  we  reached 
the  grand  average  figure  of  a little  over  a week.  In  many  cases  it  was 
only  a few  days.  And  it  was  a little  difficult  because  tank  care  got 
jammed  up  at  a plant  which  didn’t  have  enough  storage  facilities. 
I think  perhaps  I am  a little  high  in  saying  that  it  would  average  a 
week  or  5,000,000  gallons.  I think  it  is  probably  less  than  that. 

Mr.  SouRWiNE.  It  wouldn’t  be  10? 

Dr.  Whitman.  I wouldn’t  think  so. 

Mr.  SouRWiNE.  So  Ave  have  then  5,000,000,  or  a little  less,  which 
must  be  added  to  the  17,000,000  or  20,000,000  whichevei  is  right. 

Dr.  Whitman.  Yes,  sir. 

Mr.  Sourwine.  And  then  we  have  a total  figure  Avhich  is  among  the 
items  not  included  in  your  general  figure  on  alcohol  stocks. 

Dr.  Whitman.  That  is  right,  and  we  don’t  have,  as  I said  before, 
we  don’t  have  material  in  transit.  Most  of  these  things  are  of  the 
nature  of  the  pipe  line,  which  cannot  be  regarded  as  reserve  stocks, 
whether  owmed  by  the  Government  or  privately  owned. 

Mr.  Sourwine.  Suspending  for  just  a moment,  Mr.  Davis  has 
returned,  and  I will  ask  him  to  state  for  the  record  what  he  ascertained. 

Mr.  Davis.  Mr.  Sabin  stated  that  the  industrial  alcohol  stock  piles 
of  Defense  Supplies,  Rubber  Reserve,  Army  and  Navy,  were  given  at 
the  Gillette  hearing  in  March  1944.  Therefore,  there  is  no  objection. 

Mr.  So^uRWiNE.  We  will  put  those  figures  in  the  record  if  the 
chairman  ivill  permit. 

The  Chairman.  Very  well. 

Mr.  Sourwine.  Owmed  in  storage  by  the  Defense  Supplies  Corpo- 
ration on  April  15,  42,815,000  gallons. 
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Owned  by  Rubber  Reserve,  35,151,000  gallons. 

In  the  hands  of  Army  and  Navy,  9,572,000  gallons. 

Do  those  figures  check  with  your  figures,  Dr.  \Miitman? 

Dr.  Whitman.  I haven’t  the  same  date,  but  they  are  reasonably  in 
accord. 

Mr.  Sourwine.  Do  you  have  any  more  recent  figures  you  would 
like  to  put  in  the  record,  or  do  you  still  prefer  your  own  judgment  on 
this  thing,  which  is  your  privilege,  sir? 

Dr.  Whitman.  If  any  more  recent  figures  are  to  be  put  in,  I would 
prefer  to  have  Defense  Supplies  put  them  in.  They  are  their  figures.^ 

Mr.  Sourwine.  Now,  returning  to  the  line  of  questioning  we  were 
pursuing. 

Do  you  know  what  amount  of  alcohol  goes  directly  into  commercial 
channels  without  going  into  the  hands  or  through  the  hands  of  the 
Defense  Supplies  Corporation? 

Dr.  Whitman.  In  terms  of  gallonage,  I cannot  give  you  the  answer. 
Ill  terms  of  how  it  is  handled  I think  I can  give  you  an  approximate 

answer.  • j • j 

Certain  alcohol,  which  is  destined  for  commercial  use,  is  derived 
from  grain,  and  with  grain  prices  as  they  are,  such  alcohol  cannot  be 
made  at  the  price  ceiling,  and  it  is  my  understanding  that  that  alcohol 
passes  through  the  hands  of  Defense  Supplies  Corporation  and  back 
to  the  commercial  producer  on  the  transaction  which  then  allows  the 
commercial  producer  to  operate  at  the  price  ceiling  in  his  disposal  of  it. 

I think  that  the  alcohol  which  is  made  from  molasses  does  not  go 
through  Defense  Supplies  Corporation  hands  on  that  type  of  trans- 
action, and  certainly  the  synthetic  alcohol,  which  has  a different  price 
ceiling,  and  a lower  one,  does  not. 

Senator  Murdock.  May  I ask  this  question. 

When  you  speak  of  alcohol  in  those  three  categories,  do  you  have 
in  mind  190-proof  alcohol? 

Dr.  Whitman.  Yes;  in  all  cases. 

Senator  ^Murdock.  Is  there  any  difference  in  the  quality  of  190- 
proof  alcohol  made  from  grain,  molasses,  or  from  synthetic  sources? 

Dr.  Whitman.  Not  for  our  industrial  uses.  I think  if  you  took  in 
the  beverage  trade  you  would  find  a feeling  one  way  or  another  in 
favor  of  the  ultimate  potability,  after  dilution,  of  alcohol  from  different 
sources. 

Mr.  Sourwine.  Would  anybody  in  the  beverage  trade  hold  out  for 
synthetic  alcohol  for  that  purpose.  Doctor? 

Dr.  Whitman.  I don’t  know,  sir. 

Mr.  Sourwine.  Do  you  think  any  of  them  would  hold  out  for  cane 
spii’its  over  grain  spirits? 

Dr.  Whitman.  I don’t  know,  sir.  If  one  carries  on  a siifiicient 
degree  of  rectification  to  get  190-proof  alcohol,  for  almost  all  industrial 
purposes  there  is  no  difference  depending  upon  the  origin. 

Senator  Murdock.  But  you  think  there  is  a difference  from  the 
standpoint  of  making  a beverage? 

Dr.  Whitman.  I believe  that  the  trade  would  feel  that  there  was 
a difference;  yes. 

Senator  Murdock.  And  they  would  prefer,  would  they  not,  grain 
alcohol? 

» The  witness  subsequently  tendered,  for  the  record,  a statement  on  alcohol  stocks  which  appears  hereafter 
In  the  appendix,  at  p.  840. 
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Dr.  Whitman.  Well,  I guess  it  would  depend  upon  the  factors  in 

the  trade  that  you  were  talking  with.  j j o 

Mr.  SouRWiNE.  Depending,  you  mean,  upon  what  they  produced.'’ 
Dr  Whitman.  It  would  depend  upon  the  company  that  was  mter- 
ested.  It  is  like  a horse  race,  sir.  There  are  differences  of  opinion. 

Senator  Murdock.  The  question  in  my  mind,  of  course,  is  this,  if 
there  is  no  difference  for  iudustrial  purposes  between  alcohol  made 
from  molassos  or  grain,  why  do  W6  not  allow  tlie  molasses  to  be  made 
into  industrial  alcohol  in  Cuba,  Puerto  Rico,  and  the  Virgin  Islands, 
rather  than  shipping  the  molasses  into  the  United  States. 

Dr.  Whitman.  Well,  we  have  to  treat  Cuba  separately,  as  it  is  a 
foreign  country.  Of  course,  we  have,  from  Cuba,  a contract  that  Mas 
negotiated  by  F.  E.  A.,  which  does  involve  the  Cubans  sending  us 
promising  to  send  us  considerable  amounts  of  hidustrial  alcohol  as 
well  as  molasses.  In  the  case  of  Puerto  Rico  and  the  Virgin  Islands, 
the  difficulty  is  in  arranging  for  the  handling  and  transportation  of 
industrial  alcohol  from  those  points,  and  for  that  reason  it  is  preferable 
to  bring  the  molasses  from  those  points  and  make  it  into  industrial 

alcohol  in  this  country.  . , i .1  .1 

Senator  Murdock.  We  went  into  that  quite  thoroughly  the  other 

day,  Mr.  Sourwine,  but  it  seems  to  me  that  aspect  of  the  alcohol 
situation  could  be  gone  into  very  thorouglily  during  this  hearing,  to 
find  out  whether  it  is  better  to  use  up  tanker  space  \vdth  molasses 
rather  than  converting  that  into  industrial  al(!ohol  where  it  is  and  then 
shipping  the  alcohol  either  into  the  United  States,  or  under  our  lend- 

lease  program  to  other  countries.  _ 

Dr.  Whitman.  Well,  I think,  sir,  I can  very  simply  state  our 
position,  wdiich  is  that  we  want  to  get  the  maxunum  amount  of 
molasses  and/or  industrial  alcohol  from  foreign  countries. 

Senator  Murdock.  That  is  very  evident,  but  the  question  in  my 
mind  and  I imagine  the  chairman  has  the  same  question,  is  this; 
Why  not  make  the  molasses  into  alcohol  down  there?  It  has  been 
testified  here  that  the  facilities  are  sufficient  to  convert  all  of  then 

molassels  into  industrial  alcohol  down  there. 

Dr.  Whitman.  Well,  I think,  sir,  that  that  is  a little  bit  of  an 

exaggeration,  perhaps.  j x i. 

Senator  Murdock.  I am  just  depending  on  the  record  that  has 

been  made.  That  is  my  recollection  of  the  testimony,  but  if  I am 
wrong  I stand  corrected.  You  know  more  about  it  than  I dn 

Dr.  Whitman.  We  are  going  to  get  a great  deal  more  molasses  from 
the  Caribbean  than  they  possibly  could  convert  into  alcohol  in  the 
Caribbean  area.  There  is  one  point  in  the  Caribbean  area,  nameiv, 
Cuba,  where  it  seems  practical  to  produce  and  handle  industrial 
alcohol,  and  the  Cubans  have  agreed  to  deliver  a certain  amount  to 
us  and  more  if  they  can.  That  movement  has  not  started.  So  far 
as’l  know  not  a drop  of  that  industrial  alcohol  under  the  agreement 
has  yet  reached  the  United  States,  but  we  are  very  hopeful  that  it 

will  come  up.  . , , x x t • 

Senator  AIurdock.  But  we  know  this,  that  they  are  not  utilizing 

all  of  their  distilling  facilities  in  the  production  of  industrial  alcohol, 
and  are  putting  tremendous  quantities  of  low-quality  beverage  in  here 
for  consumption  in  the  United  States. 
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Dr.  WhitMx\n.  But  you  also  realize,  sir,  that  they  pe  under  com- 
mitments to  deliver  industrial  alcohol  to  us  from  facdities  there,  and 

we  haven’t  yet  received  any  of  it.  _ , . , x • i i i i 

Mr.  Sourwine.  Have  you  had  any  importation  of  industrial  alcohol 

from  Cuba  during  the  first  4 months  of  this  year.  Doctor. 

Dr.  Whitman.  So  far  as  I know',  no.  , x 

The  Chairman.  WTiat  are  they  doing  with  it,  what  becomes  of  the 

alcohol  ? 

Dr.  Whitman.  I suppose,  sir,  that  they  are  accumulatiiig  soine 
industrial  alcohol  against  the  time  when  they  will  have  enough  to  start 

^^iS^SouRMTNE.  Doctor,  we  were  talking  about  alcohol  which  goes 
directly  into  commercial  channels,  without  going  into  the  hands  of 
Defense  Supplies  Corporation,  and  I believe  you  stated  that  you  did 

not  have  a figure  on  that. 

Dr.  Whitman.  That  is  correct.  . , . , , 1 • 

Mr.  SouRMHNE.  Do  you  know  whether  any  of  that  alcohol  is  going 

into  the  black  market? 

Dr.  Whitman.  No,  sir.  , , 1 , 1 xo 

Mr.  SouRMHNE.  Could  it  go  into  the  black  market!’ 

Dr.  Whitman.  I am  not  competent  to  judge  what  the  chances  are 
for  illegal  action. 

Mr.  SouRMTNE.  Doctor,  according  to 

The  Chairman.  May  I ask  a question. 

Mr.  Sourwine.  Yes,  sir.  . 

The  Chairman.  Doctor,  this  is  remote  from  the  line  of  inteirogation 

that  has  been  going  on,  but  it  is  a matter  that  seems  to  me  to  be  upper- 
most in  the  minds  of  the  members  of  this  committee,  and  it  is  cer- 
tainly uppermost  in  the  minds  of  the  people  of  the  country. 

I wonder  if  you  have  taken  cognizance  of  it  or  if  you  would  deem 
it  to  be  within  the  jurisdiction  of  your  set-up.  It  has  been  brought 
to  the  attention  of  some  of  us  here  that  a great  number  of  the  counties 
in  many  of  the  States,  and  especially  the  corn-producing  States  are, 
under  local  option,  going  dry,  and  that  as  they  go  dry  the  jl^jt  pro- 
duction of  whiskey  is  going  up  by  leaps  and  bounds.  Has  that  come 
to  your  attention,  and  is  it  a matter  that  is  wnthin  your  jurisdiction 

ti  rU? 

^ Dr  Whitman.  It  is  not  a matter  wdthin  our  jurisdiction  at  all. 
We  have  nothing  to  do  vuth  beverage  production— beverage  ccntroi. 
We  are  of  course,  aAvare  of  the  situation  which  is  causing  considerable 
concern  in  the  country,  and  that  your  committee  is  investigating. 
I would  not  at  all  want  to  say  that  we  in  the  War  Production  Board  are 
not  cognizant  of  that  matter.  I think  Mr.  Nelson  has  so  testified, 

that  we  realize  that  conditions  are  not  getting  better. 

The  Chairman.  Well,  we  are  all  interested,  of  course,  m the  hea  th 
of  the  country,  because  to  maintain  a high  standard  of  health  Hiis 
country  in  its  crucial  period  is  a very  important  function,  and  with  the 
distribution  of  dlicit  liquor,  illicitly  made,  improperly  made,  improp- 
erly treated,  improperly  aged,  and  so  forth,  we  are  gomg  to  be  con_ 
fronted  with  the  natural  things  that  follow  as  regards  human  health. 

Now  don’t  you  think,  or  had  you  given  any  serious  thought  to  the 
proposition,  that  by  releasing  these  legal  producers,  producers  that 
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know  how  to  produce,  and  have  produced  under  governmental 
inspection  for  years,  by  releasing  that  alcohol  for  a period  of  time  you 
would  put  this  illicit  production  out  of  business,  and  that  it  would  be 
worth  while? 

Dr.  Whiteman.  May  I answer  it  this  way.  Senator  McCarran 

The  Chairman.  I may  have  taken  you  into  a field  where  you  do  not 
belong,  but  it  is  of  concern  to  me. 

Dr.  Whitman.  Yes.  Well,  we  had  hoped  that  some  release  could 
be  effected  in  the  fourth  quarter  of  1943.  As  Mr.  Nelson  testified, 
and,  actually,  early  in  September,  our  plans  were  drafted  for  such 
release  if  it  could  be  effected.  We  figured  that  if  we  were  going  to  be 
able  to  make  a realease  we  had  better  have  tiU  the  details  of  how  it 
should  be  done  worked  out. 

But,  as  Mr.  Nelson  explained  to  you,  an  mcreased  estimate  of  re- 
quirements of  the  rubber  program  came  up,  and  we  were  unable  to 
justify  m our  minds  carrying  through  that  release  for  the  fourth 
quarter. 

I think;  sir,  that  the  moves  at  that  time  indicate  the  policy  that  we 
have  had. 

The  Chairman.  Isn’t  your  alcohol  from  petroleum  becoming 
greater? 

Dr.  Whitman.  Yes;  there  is  a slight  increase  in  alcohol  from  petro- 
leum, and  just  recently  we  were  able  to  raise  our  estimates  a few 
million  gallons  on  what  we  could  get  from  petroleum.  We  have  not 
put  in  entirely  new  petroleum  alcohol  plants.  It  is  pretty  expensive 
in  terms  of  critical  material  requirements.  We  have  always  had  to 
operate  under  this  war  economy  where  new  construction  must  be  kept 
to  the  minimum  which  is  consistent  with  carrying  out  war  objectives. 

W e have  deliberately  been  stingj’^,  I will  say  that  right  off,  in  terms 
of  building  a lot  of  new  plants  in  the  alcohol  program.  We  have  pre- 
ferred instead  to  follow  a policy  of  building  against  future  contin- 
gencies a reasonable  stockpile  so  that  if  those-  requirements  went  up 
very  high  we  would  have  time  enough  to  turn  around  and  buUd  new 
plants  before  our  stocks  ran  out. 

That  has  been  the  policy  all  along.  And  I would  say  that  because 
of  that  policy  it  has  been  possible  for  us  to  keep  out  of  the  way  of 
the  more  critical  programs,  like  rubber  and  100-octane  gasoline, 
which  did  not  get  started  soon  enough,  and  which,  therefore,  had  to 
demand  the  highest  priorities  for  the  building  of  plants.  We  were 
able  to  keep  the  alcohol  program  out  of  that  important  category  and 
we  think  that  that  contributed  toward  the  more  rapid  completion 
of  the  other  programs. 

Mr.  SouRwiNE.  Doctor,  while  you  are  on  the  subject  of  plants  to 
make  alcohol  from  petroleum,  I want  to  get  something  clear  in  my 
mind.  The  first  cost  of  such  plants,  compared  with  the  first  cost  of, 
say,  a grain  plant  of  comparable  annual  capacity,  is  very  high,  is 
it  not? 

Dr.  Whitman.  That  is  correct. 

Mr.  SouRWiNE.  On  the  other  hand,  if  you  have  such  a plant  con- 
structed, and  the  cost  of  construction  amortized,  it  would  produce 
alcohol  more  cheaply  than  grain? 

Dr.  Whitman.  Much  more  cheaply.  So  that  it  was  a question 
of  war  economy  which  stopped  us  from  building  plants  that  required 
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a lot  of  critical  material,  even  though  those  plants  would  be  perfectly 
sound  post-war  plants  from  the  standpoint  of  low-cost  alcohol. 

Mr.  SouRwiNE.  Is  the  process  for  making  alcohol  from  petroleum 
a patented  one.  Doctor? 

Dr.  Whitman.  Oh,  I thinlc,  like  most  processes,  it  has  quite  a 
number  of  patents  associated  with  it,  yes. 

Mr.  SouRWiNE.  Do  you  know  who  owns  those  patents? 

Dr.  Whitman.  I am  not  familiar  with  the  patent  situation,  but 
presumably  the  Carbide  & Carbon  Chemical  Co.  and  the  Standard 
Oil  Co.  of  New  Jersey,  and  maybe  a number  of  other  companies  who 
are  not  actively  producing,  may  have  patent  positions. 

Mr.  SouRWiNE.  Does  Gasoline  Products  own  any  of  those  patents? 

Dr.  Whitm.\n.  No,  not  to  the  best  of  my  knowledge. 

Mr.  SouRWiNE.  Dr.  Whitman,  according  to  returns  from  a ques- 
tionnaire sent  out  by  this  committee,  which  I propose  to  offer  for  the 
record,  stocks  of  190-proof  alcohol  held  by  producers  on  March  31, 
1943,  totaled  18,886,300  gallons.  Do  you  have  any  comment  on  that 
figure? 

Dr.  Whitman.  No.  It  sounds  reasonable. 

Mr.  SouRWiNE.  How  do  the  returns  from  that  questionnaire,  as 
represented  by  that  figure,  jibe  with  your  own  figures? 

Dr.  Whitman.  I am  told  that  they  are  reasonably  in  accord. 

Mr.  SouRWiNE.  You  realize  that  this  is  a figure  solely  on  the  amount 
of  industrial  alcohol  held  at  plants  of  producers,  and  does  not  include 
any  alcohol  in  the  plants  of  consumers  or  in  storage  for  consumers, 
it  is  not  Defense  Supplies  Corporation  alcohol,  it  is  a separate  figure. 

Dr.  Whitman.  Yes. 

Mr.  SoTJRWiNE.  I will  offer  this  for  the  record,  Mr.  Chairman. 

The  Chairman.  Verv  well. 

(The  tabulation  referred  to  is  as  follows:) 


Stocks  of  190-proof  alcohol  on  hand  Mar.  SI,  1944 


Fleischmann  DistUUng  Co.  (2 
plants). 

National  Distillers  Products  Cor- 
poration (12  plants). 

Park  & Tilford  Distillers,  Inc.  (6 
plants). 

Publicker  Commercial  Alcohol 
Co.  (9  plants). 

Joseph  E.  Seagram  & Sons,  Inc. 
(10  plants). 

Schenley  Distillers  Corporation 
(14  plants). 


United  States  Industrial  Chemi- 
cals, Inc.  (8  plants). 

United  States  Industrial  Chemi- 
cals, Inc,,  in  transit. 
Commercial  Solvents  Corporation 
(5  plants) . 

James  B.  Beam  Distilling  Co 

Belvidere  Distilling  Co 

Biscoglia  Distilling  Co 

Boeckeler  Associates — 

Bonds  Mill  Distilling  Co 


Owned  by  company 


Wine  gal- 
lons 
18,490 


220, 540 
52,760 
605,595 
278, 524 
138,  543 


3, 490, 282 

270. 075 

1, 689, 159 

2.410 

12,805 

5.781 

3.033 

2,658 


Proof  gal- 
lons 
35, 131 


419.026 
100,244 
1,150,630 
629, 195 
263,  232 


6, 631, 535 

513, 142 

3, 210, 002 

4,580 
24,330 
10,984 
5, 763 
5,051 


Owned  by  Defense 
Supplies  Corporation 

Wine  gal- 
lons 

Proof  gal- 
lons 

14, 323 

27. 213 

11. 581 
2,208.314 

22,004 
4, 195,796 

3,  582, 859 

6,  807, 432 

Miscellaneous 

stJcks 


14,294  wine  gallons 
187-proof  high 
wines. 

9,985  Cuban  cane 
spirits. 

32,028  proof  gallons 
high  wines. 

101,090  gallons 
ethyl  acetate. 


1,713  drums  190- 
proof  alcohol 
stored  in  various 
warehouses. 

49  drums  190-proof 
fruit  spirits 
stored. 
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Stocks  of  190-proof  alcohol  on  hand  Mar,  Sly  1944 — Continued 


Owned  by  company 

Wine  gaU 

Proof  gal- 

Ions 

Ions 

Brown-Forman  Distillers  Corpor- 

5,592 

10, 624 

ation. 

Chartres  Alcohol  Co 

12,904 

24. 517 

Clinton  Products  Co 

16, 103 

30,  596 

Consolidated  Distilleries,  Inc 

18, 278 

34, 729 

Dillinger  Distilleries,  Inc 

7,268 

13, 809 

Dowlinc  Bros.  Distilling  Co 

2,748 

5,222 

E.  I.  du  Pont  de  Nemours  & Co— 

1, 536, 287 

2,918,945 

General  Distillers  Corporation 

3, 591 

6, 824 

Genesee  Brewing  Co.,  Inc 

725 

1,377 

Franzia  Bros.  Winery 

15,000 

28,500 

E.  J.  Gallo  Winery 

26. 016 

49,  431 

Olenmore  Distilleries  Co 

29.714 

56,456 

Gulf  Distilling  Corporation 

348,928, 

662. 963 

Harford  County  Distillery,  Inc 

4, 736 

9,000 

Hedgeside  Distillery  Corporation.. 

3, 630 

6, 897 

Highland  Distilleries,  Inc 

Kentucky  River  Distillery 

4,864 

9, 242 

Lac  Chemicals,  Inc 

49, 678 

94, 388 

Meadow  Lawn  Distilling  Co 

6,152 

11,689 

Medley  Distilling  Co. 

5,  252 

9, 979 

Merchants  Distilling  Corporation.. 

3,148 

5,983 

Mid-Valley  Distilling  Corporation  - 

4,200 

7, 980 

Midwest  ^Ivents  Co 

26, 493 

50,336 

National  Distillers  Products  Cor- 

poration 

80, 000 

152, 000 

New  England  Alcohol  Co 

160,866 

305, 645 

Old  Times  Distillery  Co 

3, 063 

5,820 

Pennsylvania  Alcohol  <fe  Chemical 
Corporation  (formerly  Siboney 

Distillery  Co.) 

62,  020 

117,838 

Petri  Wine  Co  - 

16, 605 

31,500 

H.  E.  Pogue  Distillery  Co 

8, 493 

16, 137 

Reedville  Distilleries,  Inc 

22,965 

43,633 

Ripy  Bros.  Distillers 

1,991 

3,784 

Roma  Wine  Co 

San  Gabriel  Vineyard  Co 

i^o 

6.  232 

San  Martin  Vineyards  Co 

4,317 

8, 202 

The  Sherwood  Distilling  Co 

7, 675 

14,  583 

Siegfried  Loewenthal  Co 

7,951 

15. 108 

W.  P.  Squibb  Distilling  Co.,  Inc... 

3,576 

6, 794 

Stitzel  Weller  Distillery 

5,157 

9,799 

Sunnyside  Winery 

Sunset  Hills  Farm 

1, 911 

3.631 

Taylor  & Williams  Distilleries 

2, 555 

4,853 

United  Distillers  (of  America) 
Ltd 

United  Distillers  ’ 

3,474 

6,600 

Hiram  Walker  & Sons,  Inc 

249,820 

474, 658 

James  Walsh  & Co  

2,  565 

4, 874 

Wathen  Bros.  Distillers 

3,283 

6,239 

Yankton  Industrial  Alcohol  Cor- 

poration 

20, 672 

39, 277 

The  American  Distilling  Co. 

(Pekin) 

125, 416 

238,291 

Bisceglia  Bros.  Wine  Co. 

21,  049 

39,989 

The  American  Distilling  Co. 

(Plant  R D No.  4) 

26,  559 

50, 463 

Cedar  Valley  Distillery 

3, 197 

6,075 

Fairfield  Distillery,  Inc 

12, 277 

23,  326 

Total 

9. 782, 699 

18,587,  735 

Owned  by  Defense 
Supplies  Corporation 


Wine  gal- 
lons 
8, 177 

Proof  gal- 
lons 
15, 537 

4,647 

8, 831 

12,643 

24,021 

25,631 

48,699 

135, 709 

257, 848 

6, 513 

12, 375 

7,289 

13, 849 

14,000 

26,600 

2,379,338 

4, 520,742 

*692, 670 

» 1, 316, 073 

9, 103, 694 

17,297,020 

Miscellaneous 

stocks 


87,814  proof  gal- 
lons.* 


139,315. 


* 69.569  owned  by  Defense  Supplies  Corporation. 

* Also  has  65  barrels  of  grain  spirits  in  warehouse. 
> Sausalito  plant  (per  tel.). 


Mr.  SouRWiNE.  Doctor,  when  was  it  determined  that  it  was  neces- 
sary to  accumulate  a stock  pile  of  industrial  alcohol? 

Dr.  Whitman.  I think  that  the  original  determination  was  about 
April  of  1942. 

Mr.  SouRWiNE.  By  whom  was  it  determined? 

Dr.  Whitman.  It  was  determined  by  the  War  Production  Board. 
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Mr.  SouRWiNE.  Was  the  determination  documented  by  any  written 

order  or  directive?  • i,  r t 

Dr.  Whitm.'^n.  I would  suppose  so.  That  was  a httle  bit  before  1 

got  actively  into  the  program,  but  knowing  the  general  practice,  I 
would  certainly  assume  that  there  was  correspondence  with  the  dmec- 
tor  of  stock-piling  and  transportation — if  that  was  his  title  m those 
days — and  with  Defense  Supplies  Corporation. 

Mr.  SouRWiNE.  Doctor,  if  there  was  any  written  order  or  directive 
documenting  that  determination  to  start  accumulating  a stock  pile  of 
industrial  alcohol,  will  you  try  to  get  it  for  the  committee? 

Dr.  Whitman.  Yes,  sir.* 

hir.  SouRWiNE.  And  if  you  find  there  is  none,  will  you  report  to  the 
committee  that  you  cannot  find  it? 

Dr.  Whitman.  Yes.  , • x 

Mr.  SouRWiNE.  You  do  not  beUeve,  then,  that  the  stock  pile  just 
grew,  like  Topsy,  as  a result  of  excessive  production  over  requirements? 

Dr.  Whitman.  No.  . You  see.  Defense  Supplies  Corporation  would 
not  start  to  buy  alcohol  except  at  the  request  of  the  ^Var  Production 
Board,  so  that  unless  the  practice  as  of  those  days  differed  markedly 
from  the  practice  shortly  thereafter,  it  is  pretty  obvious  that  they 
started  to  buy  it  at  the  request  of  the  War  Production  Board. 

Mr.  SouRWiNE.  But  do  you  know  whether  the  policy  that  they  were 
to  attempt  to  stock  pile  alcohol  was  settled  before  it  became  apparent 
that  there  was  an  excess  of  production  over  requirements — or  was  it  ^ 
vice  versa? 

Dr.  Whitman.  It  was  vice  versa  in  terms  of  future  requirements. 

I think  I can  give  you  that  picture  rather  clearly  if  you  would  like  to 

have  it.  • j . 

About  that  time  the  Rubber  Reserve  Corporation  requested  us  to 
tell  them  whether  we  would  be  able  to  supply  the  alcohol  needed  if 
they  greatly  extended  their  program  for  constructing  plants  to  make 
butadiene  from  alcohol.  We  said  “yes.”  They  thereupon  decided 
upon  an  enlarged  program  which  involved  building  11  units  at  three 
different  points.  Those  are  the  plants  which  are  now  in  operation. 
Originally  those  plants  were  expected  to  consume  about  200,000,000 

gallons  of  alcohol  a year.  i i i • 

We  foresaw  that  in  order  to  be  prepared  to  supply  that  alcohol  it 
would  be  necessary  for  us  to  take  rather  strong  measures  and  thatm 
particular  we  should  build  up  a stock  of  alcohol  at  a time  when  it  was 
possible  to  do  it  against  the  future  needs  of  those  plants. 

In  September  of  that  year,  1942,  I made  a rather  thorough  study 
of  the  situation  as  of  that  date,  at  which  time  I reached  the  conclusion 
that  we  should  assume  that  the  new  butadiene  plants  would  run  at 
higher  than  their  rated  capacity.  I believe  at  125  percent.  I believe 
that  is  the  figure  I assumed  at  that  time.  That  immediately  mcreased 
the  estimate  for  the  requirements  for  alcohol. 

That  tied  in  with  a very  disturbing  fact,  that  almost  all  of  the 
molasses  tanker  fleet  had  been  sunk  by  that  time,  and  that  movement 
of  molasses  from  the  Caribbean  had  dwindled  to  nothing. 

Now,  molasses  was  normally  the  base  for  our  big  production  of 
industrial  alcohol.  So  here  we  were  in  a situation  where  the  normal 

» The  witnesssubsequently  submitted  copies  of  letters  dealing  with  initiation  of  the  alcohol  stock  pile, 
which  appear  hereafter  in  the  appendix,  at  p.  838. 
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production  of  industrial  alcohol  was  shortly  going  to  be  at  a low  rate 
of  production  because  they  couldn’t  get  any  molasses.  In  fact,  it 
would  peter  out  if  they  couldn’t  get  any  mon;  molasses. 

And  at  the  same  time  there  were  prospects  of  a greater  requirement 
than  we  had  previously  thought. 

So  in  October  of  that  year  we  acquired  the  total  production  from 
the  beverage  distilling  plants  in  order  to  build  these  stocks  while  we 
could  build  them  against  a future  need.  Of  course,  coincidentally, 
we  started  plans  to  convert  the  industrial  alcohol  plants  on  the  east 
coast  so  that  they  could  use  grain,  because  we  felt  that  they  were 
not  going  to  be  able  to  get  any  more  molasses. 

Now,  that  allowed  us  to  build  a stock  reserve  against  future  needs, 
which  went  up  at  a very  gratifying  rate,  by  the  spring  of  1943.  In 
March  we  had  built  up  to  100,000,000  gallons.  A great  deal  of  pres- 
sure was  put  upon  us,  some  of  it  by  the  distilling  industry,  a great 
deal  of  it  right  within  the  War  Production  Board,  by  people  who 
thought  that  we  were  making  a mistake  in  letting  the  alcohol  stocks 
go  so  high.  They  didn’t  have  much  faith  in  the  estimate  that  the 
butadiene  plants  would  consume  alcohol  the  way  the  Rubber  Direc- 
tor thought  they  would. 

We  got  up  to  a high  point  on  our  stock  situation  by  the  middle  of 
the  summer.  We  got  to  as  high  as  138,000,000  gallons.  And  then 
stocks  started  to  tumble  because  butadiene  plants  came  in  and  they 
^ dernonstrated  a capacity  to  run  at  higher  than  their  rating,  and  for  a 
while  we  were  losing  stocks  at  the  rate  of  about  10,000,000  gallons 
a month,  which  shut  up  most  of  our  critics,  because  they  realized  that 
the  program  of  planning  ahead  for  this  heavy  need  had  been  sound. 

Meantime,  of  course,  we  were  building  a certain  number  of  plants 
in  order  to  increase  production,  and  those  plants  are  now  in  opera- 
tion, although  of  the  three  new  plants  not  one  of  them  yet  has  reached 
the  point  of  its  rated  capacity.  However,  we  are  very  hopeful  that 
they  will  reach  the  rated  capacity  and  perhaps  exceed  it. 

We  come  now  into  this  period  in  the  first  of  the  year  1944  where 
production  conditions  are  very  favorable.  You  have  lots  of  water, 
and  you  have  cold  water,  and  we  are  getting  excellent  production 
this  spring.  We  are  going  to  have  a loss  in  production  this  summer, 
when  the  temperature  goes  up,  and  water  conditions  are  not  so  good. 

Vti  e are  at  a point  where  the  Rubber  Director’s  plants  are  consum- 
ing at  something  like  170  percent  of  rated  capacity.  So  far  we  have 
never  failed  them  on  getting  alcohol  to  do  what  they  could  do.  There 
is  no  telling  what  is  going  to  happen  to  that  rubber  program  in  the 
months  ahead  of  us.  It  can  well  be  hoped  that  petrolemn  butadiene 
will  come  in  to  a goodly  extent  and  will  take  a larger  share  of  the 
load  even  than  alcohol.  That  might  residt  in  an  easing  of  the  alcohol 
situation.  We  hope  that  it  will. 

But  as  of  today  we  have  no  assurance  that  that  will  occur. 

Mr.  SouRwiNE.  Doctor,  what  chemicals  besides  alcohol  are  stock- 
piled? Is  it  a long  list? 

Dr.  Whitman.  Yes;  a long  list.  I might  cite  one  with  which  I 
have  been  very  much  involved.  That  is  benzol.  When  I first  took 
over  the  responsibility  for  benzol,  two-thirds  of  it  was  being  used  in 
motor  gasoline.  When  we  saw  the  requirements  of  benzol  for  the 
rubber  program  and  the  aviation-gasoline  program,  the  first  action 
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we  took  was  to  cut  out  benzol  from  ordinary  motor  gasoline,  and 
started  to  stock  pile  it. 

That,  incidentally,  has  resulted  in  our  being  able  to  supply  all  of  the 
rubber  needs  for  benzol  and  to  supply  a very  large  amount  for  100- 
octane  gasoline. 

Now,  that  is  one  example. 

Mr.  SouRwiNE.  In  terms  of  months  of  supply,  how  much  benzol  is 
stock-piled.  Doctor? 

Dr.  W'hitman.  Oh,  I can’t  remember  how  high  we  went  on  benzol. 
Mr.  SouRwiNE.  I mean  now. 

Dr.  W^HiTMAN.  I think  that  our  benzol  right  now  is  about  a 4 or  5 
months’  supply. 

Mr.  SouRwiNE.  Doctor,  what  do  you  estimate  the  stock  pile  of 
industrial  alcohol  will  be  at  the  end  of  1944? 

Dr.  W'hitman.  According  to  our  present  estimates,  sir,  the  Govern- 
ment stocks  woidd  run  about  59,000,000  gallons,  and  if  we  take  out 
the  30,000,000  gallons  that  I call  necessary  working  inventory,  we 
will  have  29,000,000  gallons  that  I would  ticket  as  reserve  stocks. 
Mr.  SouRwiNE.  W'ould  you  estimate  the  requirements  for  this  year?' 
Dr.  Whitman.  The  total  requirements  are  estimated  at  636,000,000 
gallons. 

Mr.  SouRwiNE.  W'hich  includes  the  requirements  figure  of 

365.000. 000  gallons  for  the  rubber  program? 

Dr.  W’^HiTMAN.  That  is  correct. 

Mr.  SouRwiNE.  Wliich  figure,  you  will  recall,  was  in  some  dispute 
the  other  day. 

Dr.  W'hitman.  I think  you  disputed  it. 

Mr.  SouRwiNE.  That  is  right,  sir. 

Dr.  W hitman.  The  Rubber  Director  has  not. 

Mr.  SouRwiNE.  He  hasn’t  been  called  yet,  Dr.  Wlutman. 

You  estimate  production  at  609,000,000  gallons  for  this  year,  is  that 
right — or  has  that  estimate  come  up? 

Dr.  Whitman.  I think  61 1 is  the  figure  we  testified  last  week.  That 
includes  imports. 

Mr.  SouRWiNE.  That  is  an  excess  of  requirements  over  production 
amounting  to  roughly  17,000,000  gallons,  is  that  right? 

Dr.  Whitman.  No;  1 get  25,000,000  gallons. 

Mr.  SouinviNE.  All  right. 

Dr.  W'hitman.  636  minus  611. 

Mr.  SouRWiNE.  So  that  your  stock  pile  at  the  beginning  of  the 
year  was  79.7  million  gallons,  and  you  subtract  from  that  the  antici- 
pated excess  of  requirements  over  production  to  arrive  at  your 

59.000. 000  gallons  figure  for  this  stock  pile  at  the  end  of  the  year? 
Dr.  W'hitman.  I think  I am  going  to  have  to  make  a comment  on 

the  stocks  at  the  beginning  of  the  year.  ^ 

Mr.  SouRwiNE.  I wish  you  would.  Doctor. 

Dr.  W'hitman.  Stocks  as  of  the  begiiming  of  the  year  were  86.6 
million. 

The  Chairman.  That  is  1944? 

Dr.  W'hitman.  1944. 

Now,  the  reason  why  that  figure  was  higher  than  the  one  we  had 
estimated  it  would  be  on  January  3 is  just  one  of  those  little  things 
that  is  always  happening  to  shift  figures  around. 
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May  I put  this  off  the  record. 

The  Chairman.  Off  the  record. 

(A  discussion  was  had  off  the  record.) 

Dr.  Whitman.  So  we  now  show  a stock  figure  at  the  beginning  of 
1944  as  86.6. 

Mr.  SouRWiNE.  You  show  your  stock  figure  at  the  beginning  of 
1944  as  86.6. 

Dr.  Whitman.  That  is  correct 

Mr.  SouRWiNE.  You  have  an  excess  of  requirements  over  production 
of  some  25j000,000  gallons? 

Dr.  Whitman.  Yes. 

Mr.  SouRWiNE.  That  arithmetic  still  does  not  come  up  to  59,000,000 
gallons  of  stock  pile. 

Dr.  Whitman.  It  comes  awfully  close. 

Mr.  SouRWiNE.  But,  Doctor,  this  is  a mathematical  computation. 

You  said  you  arrived  at  the  total  estimate  of  the  stock  pile  by  sub- 
tracting, to  reach  the  difference  betweer  the  requirements  and 
production. 

Dr.  Whitman.  All  right.  I will  have  to  go  back  and  educate  you 
on  another  point,  which  I tried  to  indicate  this  morning.  We  do  use 
mathematics  from  here  on  out  through  the  rest  of  the  year. 

Mr.  SouRWiNE.  Yes,  sir. 

Dr.  Whitman.  But  there  have  already  passed  this  year  January, 

February,  March,  and  April. 

Mr.  SouRWiNE.  Yes,  sir. 

Dr.  Whitman.  By  months,  we  don’t  use  the  mathematics  of  it  in 
the  same  way.  We  use  what  actually  happened  to  the  stock  pile 
during  those  4 months. 

Mr.  SouRWiNE.  You  do  that  with  respect  to  your  production, 
don’t  you? 

Dr.  Whitman.  Pardon? 

Mr.  SouRWiNE.  You  make  that  same  adjustment  with  regard  to 
production? 

Dr.  Whitman.  No. 

Mr.  SouRWiNE.  You  don’t  take  into  account  what  has  actually 
happened  in  adjusting  your  production  estimates? 

Dr.  Whitman.  Of  course  we  do. 

Mr.  SouRWiNE.  So  that  of  that  date  in  adjusting  at  this  time  your 
requirements  estimate  for  the  year  you  take  into  account  what  has 
actually  happened? 

Dr.  Whitman.  Yes. 

Mr.  Sourwine.  So  that  the  two  figures  you  have  given  me,  of  636 
and  611,  are  estimates  as  of  today,  and  they  take  into  account  what 
has  actually  happened? 

Dr.  Whitman.  Well,  I will  have  to  try  to  say  it  again. 

If  this  was  the  1st  of  January  you  should  be  able  to  calculate  the 
end  of  the  year  figure  by  just  making  a 25,000,000  gallons  correction 
for  what  you  started  the  year  with. 

Mr.  Sourwine.  Yes,  sir;  but  this  isn’t  the  1st  of  January. 

Dr.  Whitman.  So  that  we  have  ahead  of  us  8 or  9 months  of  future 
prediction  to  which  that  would  apply,  but  behind  us  are  3 or  4 months 
of  actual  performance,  and,  as  I explained  to  you  the  stock  pile  will 
not  check  on  the  nose  against  the  difference  between  production  and  " 

usage.  Is  that  clear?  t 
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Mr.  Sourwine.  Yes,  Doctor;  that  is  quite  clear,  and  we  have  already 
seen  that  3'our  stock  pile  at  the  end  of  the  year  did  not  check  on  the 
nose  with  use  and  with  production. 

Dr.  Whitman.  That  is  correct. 

Mr.  Sourwine.  I can  understand  that.  But  here  we  have  a figure 
of  the  estimated  stock  pile  at  the  end  of  the  year.  Now,  your  figure 
on  production  for  the  entire  year  1944  must  necessarily  include,  and 
I think  you  have  testified  it  does  include,  actual  production  so  far  as 
you  have  been  able  to  determine  it  this  year,  plus  what  you  estimate 
production  will  be  for  the  remainder  of  the  year. 

Your  figure  on  requirements  includes  actual  use,  so  far  as  you  have 
been  able  to  determine  it,  this  year,  plus  your  estimate  of  use  from 
there  on  throughout  the  year. 

Dr.  Whitman.  That  is  correct. 

Mr.  Sourwine.  Your  figure  on  stock  pile,  I thought  you  testified, 
represented  a subtraction  of  one  from  the  other. 

Dr.  Whitman.  No. 

Air.  Sourwine.  Then  how  is  the  estimate  of  the  stock  pile  arrived  at? 

Dr.  Whitman.  The  estimate  of  the  stock  pile  for  the  future  is  based 
on  the  method  which  you  have  described.  As  far  as  the  past  is 
concerned,  the  stock  pile  is  really  the  recorded  amount  of  alcohol  in 
the  tanks. 

Mr.  Sourwine.  \ITiat  you  really  mean  is  that  you  estimate  that 
for  the  last  8 months  of  this  year,  for  which  you  do  not  have  figures, 
requirements  will  exceed  production  by  some  27,000,000  gallons. 
Is  that  right? 

Dr.  Whitman.  No;  I don’t  think  that  is  the  correct  arithmetic. 

The  Chairman.  Get  out  your  slide  rule. 

Dr.  Whitman.  This  is  addition  and  subtraction  and  you  can’t  do 
that  on  the  slide  rule.  We  have  to  go  back  to  the  old  method. 

Mr.  Sourwine.  You  said  stocks  at  the  present  time  are  87,000- 
000 

Dr.  Whitman.  I thinle  I might  be  able  to  explain  this  to  you. 

Air.  Sourwine.  Fine,  Doctor. 

Dr.  Whitman.  The  principle  is  illustrated  by  this  point,  that 
during  the  first  4 months  of  this  year  our  change  in  stock  pile  differed 
as  between  supply  versus  usage  by  about  1.3  million  gallons. 

Air.  Sourwine.  During  the  first  4 months  of  the  j'car  the  stock 
pUe  increased  how  much? 

Dr.  Whitman.  The  stock  pile  decreased — well,  as  a matter  of 
fact,  I haven’t  put  in  the  latest  stock-pile  figure.  Actually  it  de- 
creased about  a half  million  gallons. 

Air.  Sourwine.  Well,  let’s  use  this  April  15  figure,  since  that  is 
the  latest  one  .you  put  in  the  record.  That  represented  an  increase 
or  a decrease  from  the  amount  of  the  stock  pile  at  the  end  of  1943? 
A slight  increase,  didn’t  it?  That  means  that  your  figure  now  for 
the  stock  pile  at  the  end  of  1943  is  what — 86,000,000  gallons?  You 
now  say  that  the  stock  pile  at  the  end  of  1943  was  how  much? 

Dr.  \Vhitman.  S6.6. 

Air.  Sourwine.  On  January  3,  you  said  the  stock  pile  at  the  end 
of  1943  was  78.6— or  did  3'ou“say  it  was  79.7? 

Dr.  Whitman.  79.7. 

Air.  Sourwine.  You  have  then  an  increase  of  6.9  million  gallons 
in  the  stock  pile.  I mean,  the  amount  you  now  saj"  it  was  is  6.9 
million  gallons  above  what  jmu  said  it  was  on  January  3. 
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Dr.  Whitman.  If  your  arithmetic  is  correct,  yes. 

Mr.  SouRwiNE.  All  right,  I will  stand  on  the  record  for  the  arith- 
metic. Now,  you  have  explained,  I believe,  that  part  of  that  was 
due  to  the  fact  that  shipments  which  you  thought  had  been  made 
dad  not  been  made. 

Dr.  Whitman.  That  is  right. 

Mr.  SouRwiNE.  And  they  were  made  in  January. 

Dr.  Whitman.  Yes. 

Mr.  SouRwiNE.  Now,  on  March  25  of  this  year  you  testified  that 
the  stock  pile  as  of  February  29  was  78.6  million  gallons.  That  was 
ifter  those  shipments  had  been  made.  That  jibes  very  closely  with 
jrour  figure  given  on  January  3. 

Dr.  Whitman.  Yes. 

Mr.  SouRwiNE.  Now,  what  I am  trying  to  get  at.  Doctor,  is,  if 
Srour  stock  pile  as  of  the  first  of  the  year  was  79.7 

Dr.  Whitman.  When  did  I testify  to  that  later  point?  Did  you 
say  I testified? 

Mr.  Sour  WINE.  Yes,  sir.  On  March  25,  before  the  Gillette  sub- 
committee of  the  Agriculture  and  Forestry  Committee.  I am  sorry 
i you  don’t  remember  it,  sir. 

br.  Whitman.  What  did  I say? 

Mr.  SouRwiNE.  78.6  million  gallons.  Is  that  in  error? 

Dr.  Whitman.  I am  surprised  that  I said  it,  because  as  of  March 
L we  were  carrying  a figure  of  86. 1 . I may  perfectly  well  have  said  it. 

Mr.  SouRwiNE.  Well,  you  testified  as  of  February  29.  Of  course 
die  March  1 figure  was  the  next  day  and  you  may  not  have  received  it. 

Let  me  start  over. 

Dr.  Whitman.  I thought  you  said  I testified  well  along  in  March. 

Mr.  SouRwiNE.  You  testified  on  March  25  to  a figure  as  of  Feb- 
ruary 29,  Doctor. 

Dr.  hitman.  All  right.  You  remember,  sir,  that  I made  roughly 
JO  different  sets  of  calculations  from  the  time  this  program  started. 

Mr.  SouRwiNE.  Yes. 

Dr.  Whitman.  So  that  it  is  hardly  possible  for  me  to  agree  with 
mu  every  time  you  bring  out  a new  figure. 

XIr.  SouRwiNE.  Leaving  aside  the  question  of  whether  you  had 
’9.7  or  whether  you  had  86.6  on  the  first  of  the  year,  and  assuming, 
or  the  purpose  of  this  discussion,  that  you  had  86.6,  then  for  the 
irst  4 months  of  this  year,  up  until  April  15,  there  was  a slight 
ncrease  in  the  stock  pUe. 

Now,  you  estimate  that  the  stock  pile  at  the  end  of  the  year  will 
)e  59,000,000  gallons.  That  is  27,000,000  gallons  less  than  you  had 
It  the  beginning  of  the  year.  It  is  perhaps  27%  or  28  million  gallons 
ess  than  the  amount  of  the  stock  pile  as  of  April  15. 

You  must  necessarily  mean  that  you  expect  the  stock  pile  to  be 
•educed  by  that  amount  during  the  remainder  of  this  year.  Is  that 
•ight,  sir? 

Dr.  Whitman.  Our  figure  is  that  it  will  be  around  59,000,000  at 
he  end  of  the  year. 

Mr.  SouRWiNE.  The  mathematics  imply  a reduction;  is  that  not 
correct.  Doctor? 

Dr.  Whitman.  Oh,  absolutely. 

Mr.  SouRwiNE.  That  reduction  can  only  come  from  a difference 
letween  requirements  and  production. 
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Dr.  Whitman.  Correct. 

Mr.  SouRwiNE.  Now,  you  estimate  that  the  production  for  the 
entire  year  will  be  611,000,000  gallons,  and  you  estimate  that  the 
requirements  for  the  entire  year  will  be  636,000,000  gallons. 

Dr.  Whitman.  Yes. 

Mr.  SouRwiNE.  The  difference  there  is  only  25,000,000  gallons. 

Dr.  Whitman.  Yes. 

Mr.  SouRWiNE.  If  we  agree  on  that  then  we  do  not  have  to  labor 
the  point  any  further. 

Dr.  Whitman.  O.  K. 

Mr.  SouRWiNB.  Doctor,  has  the  over-all  production  of  alcohol  in 
this  country  for  the  first  3 months  of  this  year  been  above  or  below 
your  estimates? 

Dr.  Whitman.  The  over-all  production  has  been  above. 

Mr.  SouRWiNE.  How  about  production  from  the  west-coast  plants? 

Dr.  Whitman.  I suspect  it  has  been  below.  I am  not  sure. 

Mr.  SouRwiNE.  Was  it  above  or  below  as  of  the  last  date  you  had 
figures? 

Dr.  Whitman.  Well,  now,  you  are  asking  me  to  compare  it  with 
some  prediction  as  of  when?  As  of  January  3?  You  remember  I 
have  made  20  sets  of  predictions. 

Mr.  SouRWiNE.  Compare  it  with  the  January  3 prediction. 

Dr.  Whitman.  All  right.  By  the  way,  is  this  just  the  west  coast, 
or  are  you  going  to  subsequently  ask  about  everyone? 

Mr.  SouRwiNE.  I am  going  to  ask  you  about  the  synthetic  plants 
and  the  registered  distilleries. 

Dr.  Whitman.  All  right.  I will  try  to  get  stem  all  then. 

Mr.  SouRWiNE.  Fine. 

Dr.  Whitman.  The  west-coast  production,  predicted  on  January  3, 
for  the  first  quarter  was  2,000,000  gallons  The  west-coast  production 
for  the  third  quarter  was — excuse  me.  I think  I made  a mistake  on 
that  one.  No;  the  west-coast  production  predicted  on  January  3, 
for  the  first  quarter  of  1944,  was  3 million  1.  According  to  our  present 
figures  it  actually  was  4 million  5. 

Mr.  SouRwiNE.  Now,  how  about  production  from  synthetic  plants? 

Dr.  Whitman.  Synthetic.  It  had  been  predicted  to  be  15,000,000 
gallons. 

Mr.  SouRWiNE.  And  what  was  it? 

Dr.  Whitman.  15  million  4. 

Mr.  SouRwiNE.  That  is  pretty  close.  Doctor. 

Dr.  Whitm.an.  Yes.  The  third  month  it  came  out  beautifully. 

Mr.  SouRWiNE.  How  about  production  from  registered  distilleries? 

Dr.  Whitman.  Our  predicted  production  was  60,000,000  gallons. 

Mr.  SouRwiNE.  And  what  was  the  actual? 

Dr.  Whitman.  The  actual  was  sixty-one  and  a half. 

Mr.  SouRWiNE.  Have  your  estimates  of  total  production  for  the 
year  been  revised  in  the  light  of  those  increases? 

Dr.  Whitman.  They  have  on  the  synthetic  alcohol  because  we  have 
felt  that  we  can  increase  the  total  of  synthetic  alcohol  from  60,000,000 
for  the  year,  which  we  first  estimated,  up  to  63,000,000.  On  the 
west  coast  we  have  been  forced  to  decrease  our  estimates  because  we 
ran  out  of  molasses.  We  ejected  to  be  able  to  continue  the  opera- 
tions of  the  west-coast  wineries  on  molasses  pretty  well  through  to  the 
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summer,  but  the  molasses  situation  is  so  stringent  out  there  that  we 
had  to  shut  them  down  as  of  April  1 because  there  wasn’t  any  mola^es. 
The  production  on  the  west  coast  which  had  been  estimated  at 

12,000,000  is  now  estimated  at  10  million  8.  j i*  -n  • o 

Mr.  SouRWiNE.  How  about  production  from  registered  distilleries.^ 
Dr.  Whitman.  There  is  no  change  in  our  estimate  on  that.  There 
are  three  things  that  are  sources  of  worry  in  the  beverage  production. 
Summer  conditions— particularly  at  Louisville,  where  the  water  table 

has  dropped  badly. 

Mr.  SouRWiNE.  I thought  they  had  floods  out  there. 

Dr.  Whitman.  Well,  that  is  all  seasonal.  And  then  in  determining 
the  question  of  whether  we  are  going  to  have  our  grain  supplies,  the 
distilleries,  to  a considerable  extent,  have  been  pushed  from  pular  to 
post  on  grain.  You  can’t  very  well  predict  what  it  is  going  to  be  this 

summer.  . , o 

Mr.  SouRWiNE.  You  mean  there  is  a shortage  of  corn.^ 

Dr.  Whitman.  Yes,  a shortage  of  corn. 

Mr.  SouRWiNE.  How  about  wheat? 

Dr.  Whitman.  Well,  so  far  they  have  been  able  to  get  wheat 
without  too  much  trouble.  They  are  not  getting  as  good  wheat  as 

they  have  had.  i . o 

Mr.  SouRWiNE.  You  do  not  anticipate  any  wheat  shortage.'’ 

Dr.  Whitman.  Well,  the  War  Food  Administration  does,  yes. 

The  Chairman.  What  percertage,  if  you  know.  Doctor,  of  the  gram 
produced  in  the  United  States  is  used  by  the  distilling  industry  when 
all  of  the  industry  is  engaged  in  distilling,  have  you  ever  estimated 

that?  . • 1 t • 1 

Dr.  Whitman.  You  mean  when  they  are  operatmg  on  mdustrial 

alcohol?  . , . 

The  Chairman.  Well,  when  they  are  operatmg  normally,  put  it 

that  wav.  , „ 

Dr.  Whitman.  Oh,  normally.  It  must  b(!  a very  small  percentage. 

I don’t  have  that  figure.  In  this  year’s  program  we  expect  roughly 
that  the  whole  alcohol  program  will  take  maybe  150,000,000  bushels  of 
grain,  plus  or  minus  10,000,000  bushels.  One  hundred  fifty  million 
bushels  can  be  compared  with  the  known  statistics  as  to  the  corn  and 
the  wheat  and  so  forth  that  is  grown  in  the  country. 

The  Chairman.  Well,  it  is  not  a large  percent? 

Dr.  Whitman.  It  is  not  a large  percentage. 

The  Chairman.  Someone  stated  in  mv  presence  that  it  would  be 
less  than  3 percent.  Your  figure  would  make  something  a little 

higher  than  that.  . . 

Dr.  Whitm.\n.  a little  higher  than  that.  But  it  is  not  a big  per- 
centage. Of  course,  it  is  pointed  out  by  the  War  Food  Administra- 
tion that  a great  deal  of  the  grain  in  the  country  does  not  get  out  to 
the  market  and  is  therefore  not  to  be  regarded  as  available  for  indus- 
trial use.  We  have  our  discussions  and  arguemnts  with  the  W ar 

Food  Administration  on  this  point.  • 

But  I am  pointing  out  that  the  uncertainty  of  grain  supplies  is  one 

of  the  things  that  has  us  worried.  • j i 

^Ir.  SouRWiNE.  Dr.  Whitman,  back  in  March  you  estimated  the 
alcohol  requirements  of  the  rubber  program  at  345,000,000  gallons 
for  1944,  and  then  you  revised  that  estimate  upward  to  347,000,000 
gallons,  and  I believe  you  explained  that  that  was  because  the  program 
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had  used  during  the  first  2 mouths  of  the  year  2,000,000  gallons  more 
than  you  estimated. 

Dr.  Whitman.  Correct  requirements  for  those 

mo'^lhsScTirtes  by  ^ou  increased  your 

S e^iullrn  with  the  Rubber  Director. 

Wm«;r-Alkfng  him  whether  w;e  should  adjust  downward  the 

subsequent  usage  or  keep  it  at  what  it  la  een^  opinion 

Mr  SOURWINE.  Doctor,  I would  like  to  know  ii  applied. 

that  is  the  soundest  statistical  ine  o of  estimating  if  you 

W^ouldn’t  it  perhaps  ^ear  by  12,000,000  gallons,  since 

ISf  "trre5u«  “ 

month  above  your  estimate?  simply  by  saving  that  we 

.a?e’th'JSrte  'ofXe  ShX^ltX?  for  ^at  h!s  future  require- 
ment  is  going  to  be.  c,,ibscouentlY  did,  of  course,  increase  that 

esttaafe!Torb^%"butl7lfmlion  ghlous,  and  brought  .t  up  to 
360  and  then  to  365.  , 

;™iiTtX'iuXe\IZ  w lolrrive  at  revised  estimates  of  supplies 
for  the  year?  , . ^ parallel  there.  I explained 

w youThXrRublTr  Dh“  gives  us  the  estimates  which  we  use 
on  future  requirements. 

^!r’:  wfare  the  ones  who  decide  what  to  estimate  for 

^h©  supplv  situation.  ___ 

irWg1C“?orYebXai^^ 

’Tr^Sfu*  Nine  hundred  thousand  gallons  was  the  imports. 

Mr  SOURWINE.  Where  did  that 

Dr  Whitman.  That  came  from  Canada  ana 

whether  any  of  it  came  from  Me™  ” 

Mr.  SoxjRWiNE.  None  from  Cuba. 

Dr.  Whitman.  None. 
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Mr.  SouRWiNE.  According  to  the  Alcohol  Tax  Unit  of  the  Internal 
Revenue  Bureau,  net  production  of  industrial  alcohol  in  January  was 
46.8  million  gallons  exclusive  of  imports. 

Dr.  Whitm.\n.  That  checks. 

Mr.  SouRWiNE.  And  46,000,000  gallons  for  February  exclusive  of 
imports.  That  checks  also? 

Dr.  Whitm.^n.  No.  I am  a little  surprised  at  that. 

Our  figures  for  February  would  indicate  that  exclusive  of  imports 
it  should  be  about  45.2.  You  say  A.  T.  U.  gives  a figure  of  46? 

Mr.  SouRwiNE.  Yes. 

Dr.  Whitm.\n.  Well,  that  is  a little  bigger  discrepancy  than  I 
would  have  anticipated. 

Mr.  SouRwiNE.  Your  imports  in  February  then  must  have  been 
about  one  million  two? 

Dr.  Whitm.a^n.  That  is  correct. 

Mr.  SouRwiNE.  And  where  did  they  come  from? 

Dr.  W hitman.  As  before.  I think  primarily  Canada,  and  I am 
not  sure  whether  from  Mexico,  but  none  from  Cuba. 

Mr.  SouRWiNE.  Can  you  teU  us.  Doctor,  what  was  your  January 
3 estimate  of  the  production  of  industrial  alcohol  for  the  first  quarter 
of  1944? 

Dr.  W^HiTMAN.  Yes.  One  hundred  and  forty  three  and  a half. 

Air.  SouRWiNE.  And  what  was  your  estimate  of  imports  for  that 
quarter? 

Dr.  Whitman.  By  the  way,  that  included  imports. 

Our  estimates  of  imports  was  3 million  9. 

Mr.  SouRwiNE.  Yes,  sir,  and  what  was  the  actual  production  for 
the  same  quarter? 

Dr.  W’hitman.  147.3  including  imports  to  the  extent  of  3.9. 

Air.  SouRwiNE.  What  was  the  production  in  Alarch,  Doctor, 
exclusive  of  imports? 

Dr.  W'hitman.  Our  figures,  which  have  not  been  checked  yet 
against  the  figures  of  the  A.  T.  U.  exclusive  of  imports,  were  51.5. 

Air.  Sourwine.  WTiat  was  the  previous  highest  month? 

Dr.  Whitman.  Oh,  I have  forgotten.  Did  we  put  that  in  the 
news  release,  or  didn’t  we? 

Air.  Sourwine.  I don’t  recall  whether  you  did,  sir.  The  highest 
month  I was  able  to  find  prior  to  that  was  January — 46.7.  Does 
that  sound  right? 

Dr.  W'hitman.  Yes. 

Air.  SouRW'iNE.  Doctor,  is  there  any  reason  why  this  production 
level,  which  is  definitely  above  estimates,  cannot  be  maintained  or 
even  exceeded  during  the  balance  of  the  year? 

The  Chairman.  'That  is  production  of  alcohol? 

Air.  Sourwine.  Yes,  sir. 

Dr.  W'hitman.  There  are  reasons  why  it  may  be  distinctly  less. 
On  the  other  hand  maybe  we  can  pretty  nearly  hold  it. 

Air.  Sourwine.  Will  not  the  estimated  loss  in  production  of  west 
coast  wineries  be  made  up  if  the  present  W ar  Production  Board  plan 
to  supply  those  plants  with  wheat  sirup  is  adopted? 

Dr.  W HiTM.\N.  Oh,  you  are  asking  about  the  development  of  a 
purely  hypothetical  point,  that  if  this  thing  is  successful,  and  we  can 
get  as  much  as  if  we  had  molasses — of  course,  the  answer  is  yes,  but 
that  is  such  a hypothetical  question  that  it  should  have  no — you 
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should  not  regard  it  as  having  my  engineering  judgment  on  it— 

production  judgment.  . i • u 

Air  Sourwine.  How  much  do  you  estimate  production  in  beverage 

plants  will  decline  during  the  water  shortage  season  from  June  to 

^^Dt^Whitman.  W'ell,  our  assumption  is  that  we  may  lose  over  that 
4 months— well,  I guess  I had  better  put  it  this  way:  W e count  on 

something  like  a 10  to  15  percent  loss.  i 

Mr.  Sourwine.  W'hat  will  that  make  the  anticipated  production  of 

those  plants  during  that  season  of  June  to  September. 

Dr  W' hitman.  WeU,  our  present  estimates  are  that  m June  tDey 
will  make  about  IS%,  in  July  about  18,  and  in  August  about  17,  and 

^^Mr!^SouRWiNl^Is  that  above  or  below  the  production  from  those 

plants  during  the  same  season  last  year?  , 

Dr.  W'hitman.  It  is  the  same,  I believe.  Just  a minute. 

It  is  slightly  below. 

Mr.  Sourwine,  It  is  less  than  last  year? 

Dr.  W'hitman.  Slightly.  -n  . o 

Mr.  Sourwine.  Do  you  know  how  much  less,  Doctor.^ 

Dr.  W'hitman.  Oh,  the  corresponding  figures  w^ere  19.1  m June, 

18.5  in  July,  17.6  in  August,  and  17.5  in  September.  ^ 

Mr.  Sourwine.  'That  is  perhaps  2.7  or  2.8  million  gallons  less  than 

you  estimate  for  this  year?  j,  j 

Dr.  W hitman.  I don’t  know’,  it  could  be  added  up. 

Air.  Sourwine.  Isn’t  it  true,  Doctor,  that  beverage  plant  capacity 

has  been  considerably  increased  since  last  year?  , . , . 

Dr.  W'hitman.  It  has  been  somewhat  increased,  but  recall,  sir, 
that  i am  giving  you  the  base  of  the  beverage  plants,  and  that  w here 
an  increase  resulting  from  an  expansion  in  a plant  is  an^ticipated,  tDat 
is  in  the  category  of  new  plants;  it  is  not  under  the  category  of 

beverage  plants.  , . • j. 

MrlSouRWiNE.  Any  increase  from  a plant  expansion  goes  into  the 

new  plant  figure  and  not  into  the  new  production  figure? 

Dr  Whitm  vn,  If  you  will  qualify  that  to  say  increases  from  the 
expansions  which  the  War  Production  Board  authonzed  as  expansions 
Now,  there  have  been  improvements  m plants  which  may  or  may 
not  counterbalance  which  were  not  in  the  form  of  formal  W ar  Produc- 
tion Board  authorization. 

Air.  Sourwine.  How  much  has  the  production  of  beverage  d s- 
tilleries  been  increased  by  authorized  expansions  approved  by  the 
War  Production  Board,  in  terms  of  annual  capacity? 

Dr.  W'hitman.  The  authorized  expansions  by  the 
Board,  giving  rated  capacity  increase,  I would  guess  about  30,000,009 
gallons  annually.  The  reason  I say  I wmuld  guess  p that  there  is  a 
group  of  about  18  projects,  or  so,  most  of  wUich  are  m the  distiUenes 
which  combined  amount  to  about  40,000,000  gallons,  and  I think  that 
the  distillery  part  of  that  w’ould  be  about  30,000,000. 

Air  Sourwine.  That  is  included  in  your  new  plant  figure? 

Dr.  W'hitman.  Yes.  And  that  is  all  m the  testimony  before  the 
Gillette  committee,  if  you  want  to  refer  to  w’hat  the  particular  plant 

^Sotrwine,  Doctor,  you  have  built  some  new  plants  from  the 
ground  up,  haven't  you? 
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Dr.  Whitman.  Yes;  three  of  them. 

Mr.  SouRWiNE.  WTiat  is  their  annual  capacity  in  production? 

Dr.  Whitman.  Their  rated  capacity  is  a total  for  the  three  of  them 
of  40,000,000  gallons. 

Mr.  SouRWiNE.  And  these  other  increases  amounted  to  how  much? 

Dr.  Whitman.  The  miscellaneous  group  total  up  another  40,000,- 
000.  So  that  the  authorized  expansions  wliich  will  be  in  operation 
during  1944  will  total  about  80,000,000  gallons.  We  anticipate  get- 
ting about  60,000,000  gallons  out  of  those  plants  this  year.  And,  of 
course,  we  want  to  get  the  full  80. 

Mr.  SouRWiNE.  Isn’t  it  true.  Doctor,  that  many  distilleries  have 
since  last  year  installed  equipment  to  insure  themselves  of  an  adequate 
supply  of  cold  water  durmg  the  summer  months? 

Dr.  Whitman.  They  are  doing  the  best  they  can  to  protect  against 
it.  For  example,  just  yesterday  we  approved  another,  in  a series  of 
projects,  for  one  of  the  plants  down  in  Louisville. 

Mr.  SouRWiNE.  There  have  been  a number  of  such  projects? 

Dr.  Whitman.  Yes. 

Mr.  SouRWiNE.  And  they  may  not  be  100  percent  efficient,  but 
they  will  do  some  good  or  you  would  not  approve  them,  I suppose. 

Dr.  Whitm.an.  Yes. 

Mr.  SouRWiNE.  So  that  we  have  a situation  where  beverage  plant 
capacity  has  been  increased,  where  there  has  been  some  hedging 
against  the  lack  of  an  adequate  supply  of  cool  water,  and  yet  you  esti- 
mate that  those  plants  will  produce  during  the  water  shortage  months 
more  than  2,000,000  gallons  less  than  they  produced  during  the  same 
months  of  last  year.  Why? 

Dr.  Whitman.  I explained  to  you  that  the  main  uncertainty  is  the 
grain  supply.  A secondary  uncertainty — well,  there  are  a number  of 
others.  One  of  them  is  that  a good  many  of  these  plants  are  wearing 
out.  Normally,  the  boilers  in  most  of  the  plants  operate  5 or  6 days 
a week.  We  are  working  them  7 days  a week.  In  a good  many 
cases,  the  boilers  won’t  take  it.  They  are  being  pushed  and  are 
running  mto  a lot  of  trouble.  In  addition  to  that,  we  have,  as  all 
other  industries  have,  the  question  of  manpower.  Now,  who  knows 
what  that  is  going  to  amount  to?  We  have  had  a good  many  tele- 
phone calls  from  the  uidustry  about  the  fact  that  they  cannot  save 
the  men  who  are  necessary  to  operate  these  plants.  Now,  that  is  not 
peculiar  to  alcohol.  You  know  that.  We  have  the  uncertainty  in 
terms  of  not  only  the  grain  raw  material  but  from  possible  uncertainty 
about  molasses.  For  example,  the  tanker  situation  has  not  improved 
as  was  antisipated.  In  fact,  it  is  today  tighter  than  we  anticipated, 
and  we  may  not  get  the  molasses.  Of  course,  that  does  not  affect 
the  beverage  plant,  which  is  the  subject  of  your  question. 

^Ir.  SouRwiNE.  That  is  true.  Doctor. 

Dr.  Whitman.  So,  I will  just  drop  that  last  point. 

Air.  SouRWiNE.  Doctor,  isn’t  it  true  that  there  are  at  present  idle 
facilities  on  the  west  coast  for  the  production  of  alcohol? 

Dr.  Whitman.  Yes,  sir. 

Mr.  SouRWiNE.  And  that  those  idle  facilities  could  turn  out  at 
least  1,000,000  gallons  of  alcohol  monthly  from  molasses  or  wheat 
syrup  on  the  basis  of  their  past  records? 

Dr.  Whitman.  Yes,  sir. 
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Mr.  SOUHTOB.  Isn’t  it  tiun,  Doctor.*?"^ 

’’'Cwl ™TN.Ydon’t“^  answer  that,  sir-,  you 

"^Sr^  sSSwiNE.  You  know  that  that  is  the  propam,  you  are  con- 

very  mucirore  converting 

‘"^M^Sourwine.  Your  program  is  tl,ere  are  going 

{Sled  bTaSsrw““n-t  jSftily  putthrg  in  the  equipment  in  the  h.gh 
wine  plant.  , reason  why  those  redistilla- 

tio^?’plfnSJ3"noYb1“{inSe{&to“l^^  of  alcohol  from 

“ D^Wm ySufre  talking  now  of  the  PaciBc  coast  or  generally 
all  over  the  country 

1-d,  it  woS’t  be 

“Sk.'’souI™.^LrtXstl{  wiTh  Srquestion  to  get  essentially 

‘"&t”distiSllion  plant  be  converted  to  the  production  of  alcohol 

'Tr.^WmSM.Yrd^^nSs  upon  whether  you  have  additional 
fermentmg  capacity  and  other  thmgs. 

Air.  SoIrwine.  What  else  don’t  know  whether 

Dr.  Whitman  May  I go  back  an^  Tt  because  I don’t 

we  are  gomg  to  have  distill  g ahead  of  us.  Y e 

know  what  problems  we  m ^ alcohol  brought  up 

have  to  consider  JiHeTwhen  it  got  into  this  country, 

from  Cuba  might  hp^e  to  tliat  the  additional  molasses 

meet  our  program,  but  ^ ® jneet  the  program.  That  is 

raw  material  to  go  into  tho  insure  maximum  raw 

why  we  have  gone^^  because  grain 

warded  of  geain.  We  could  use  more 

“ MrSoCRWiNE.  Than  you  are  going  to  get? 
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Dr.  Whitman.  Than  we  are  going  to  get.  We  could  use  consider- 
ably more  molasses  than  we  are  going  to  get. 

Mr.  SouRwiNE.  And  when  you  did  you  would  be  releasing  grain. 

Dr.  Whitman.  Yes.  We  never  can  be  satisfied  on  the  amount  of 
molasses  that  we  Avant  as  long  as  the  war  program  on  alcohol  is  of  the 
order  of  the  magnitude  that  it  is  now  estimated  to  be. 

Mr.  SouRwiNE.  But  before  you  knew  about  the  increasing  supplies 
in  Cuba^  you  had  the  thing  fairly  well  in  balance? 

Dr.  W^HiTMAN.  No;  that  isn't  a fair  statement  of  it. 

W e are  going  to  get  all  we  can  from  the  Caribbean*  and  we  will 
make  use  of  the  grain  for  what  we  fail  to  get  in  the  way  of  molasses. 

Air.  SouRWiNE.  It  is  true,  Doctor,  isn't  it,  that  we  have  an  agree- 
ment with  Cuba  stipulating  that  other  countries  will  not  be  permitted 
to  export  any  more  cane  beverage  spirits  to  the  United  States  than 
they  exported  in  1943? 

Dr.  Whitman.  There  is  an  understanding  with  Cuba  with  respect 
to  imports  of  cane  beverage  spirits  from  other  foreign  countries  which 
is  on  a general  basis  of  that  type. 

Mr.  SouRwiNE.  Are  you  aware,  Doctor,  that  various  Central  and 
South  American  countries  have  greatly  expanded  their  alcohol 
production  capacity  in  anticipation  that  they  could  sell  it  profitably 
for  beverage  purposes  in  the  United  States  market? 

Dr.  W hitman.  Cuba,  primarily. 

Air.  SouRwiNE.  Are  you  aware  of  no  other  countries? 

Dr,  W HITMAN.  I am  not  aware  factually.  There  are  so  many 
rumors  about  what  is  happenmg,  some  of  which  you  know  must  be 
cock-and-bull  stories. 

Air.  SouRwiNE.  In  dealing  with  a situation,  however,  when  you 
do  not  have  the  facts,  you  have  to  make  your  own  estimate  of  how 
much  truth  there  is  in  the  rumors,  and  use  that  as  a figure  until  you 
get  something  better,  do  you  not? 

Dr.  W HITMAN.  Yes;  but  you  may  have  so  little  faith  in  the  rumor  as 
to  completely  disregard  the  rumors  of  any  expanded  alochol  pro- 
duction anyvUere  except  in  Cuba. 

Mr.  SouRWiNE.  Well,  now,  taking  all  of  the  rumors  that  you 
cannot  believe  out  of  the  pictm'e,  have  you  any  idea  how  much  that 
amounts  to? 

Dr.  Whitman,  i don't  believe  it  amounts  to  very  much,  with  the 
exception  of  Cuba  and  possibly  Alexico. 

Air.  SouRwiNE.  There  has  been  some,  how’^ever? 

Dr.  WHITMAN.  Yes. 

Air.  So  UR  WINE.  Now,  the  Cuban  agreement  will  make  it  impossible 
for  these  countries  which  have  had  such  expansion  to  ship  their 
product  into  this  country  for  beverage  purposes,  wron't  it? 

Dr.  W^hitman.  Beyond  the  quota  right  now. 

Air.  SouRwiNE.  Well,  w^e  are  talking  about  expansion  beyond  the 
quota  right  now,  necessarily.  Don't  you  recognize  that  our  Govern- 
ment therefore  may  not  only  have  the  opportunity  but  be  in  some 
sense  obligated  to  purchase  substantial  quantities  of  alcohol  in 
various  Central  and  South  American  countries — Latin-American 
countries? 

Dr.  W'hitman.  Only  if  it  is  practicable  to  produce  industrial 
alcohol  of  suitable  specification  in  bulk  and  provide  the  shipping  to 
move  it  up  here,  which  is  very  unlikely. 
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Air.  SouRWiNE.  Doctor,  how  much  alcohol  do  you  expect  to  get 
this  year  from  imports? 

Dr.  W'hitman.  Tw^enty-five  million  gallons.  . o 

Air.  SouRWiNE.  Does  that  include  4,000,000  gallons  from  Alexico? 
Dr.  "Whitman.  Yes. 

Air.  SouRWiNE.  Does  it  include  12,000,000  from  Canada? 

Dr.  Whitman.  Yes. 

Air.  SouRWiNE.  Does  it  include  a minimum  of  12,500,000  from 
Cuba? 

Dr.  Whitman.  Nine  million  from  Cuba. 


Air.  SouRWTNE.  Why  not  12,500,000? 

Dr.  AAhitman.  That  is  wdiat  the  F.  E.  A.  contract  requires.  On 
the  advice  of  Defense  Supplies  Corporation,  w’e  do  not  feel  that  we 
can  count  on  12,500,000  gallons  in  the  calendar  year  1944. 

Mr.  SouRWUNE.  Is  that  because  Cuba  isn't  making  it  or  w^e  can  t 

ship  it?  . . f n 1 p i. 

Dr.  Whitman.  I w’ ould  say  it  w^as  a combination  of  all  the  factors, 

in  the  judgment  of  those  people  who  have  been  down  in  Cuba.  ^ 

Air.  SouRWiNE.  You  are  simply  accepting  the  Defense  Supplies 
estimate  that  all  you  will  get  is  9,000,000? 

Dr.  Whitman.  Yes;  and  I think  they  are  about  right,  too. 

Air.  SouRWiNE.  Doctor,  there  has  been  some  talk  about  making 
alcohol  from  potatoes.  Very  briefly,  what  is  that  picture? 

Dr.  Whitman.  There  has  been  an  excess  of  potatoes  before  the  new 
crop  comes  in,  which  the  War  Food  Administration  has  strongly  urged 
us  to  use  if  possible  for  the  manufacture  of  industrial  alcohol. 

Air.  SouRWTNE.  Are  you  using  any  of  it? 

Dr.  Whitman.  In  order  to  use  it  it  proved  to  be  necessary  to 
dehydrate  the  potatoes,  and  Commodity  Credit  made  some  arran^- 
ments  for  processing  those  potatoes  to  dehydrate  thern,  and  cars  of  the 
dehydrated  potatoes  have  been  sent  to  a number  of  distilleries. 

Air.  SouRWTNE.  Are  the  results  in  on  any  of  them? 

Dr.  Whitman.  Yes;  the  early  results  in  many  cases  were  very 
discouraging,  because  the  potatoes  were  not  received  in  suitable 
condition;  in  some  cases  they  have  been  rather  encouraging.  This  is 
a short-time  operation  in  the  disposal  of  a current  excess. 

Air.  SouRWTNE.  You  don't  know'  wUat  the  total  anticipated  pro- 
duction from  potatoes  might  be  this  year? 

Dr.  Whitman.  It  wdll  be  rather  small.  It  w^on't  be  important. 

Air.  SouRWTNE.  Is  that  ethyl  alcohol? 

Dr.  Whitman.  Yes. 

Air.  SouRwiNE.  Is  it  suitable  for  use  in  the  rubber  program? 

Dr.  Whitman.  Yes. 

Air.  SouRWTNE.  Suitable  for  beverage  purposes? 

Dr.  Whitman.  Yes. 

Air.  SouRWiNE.  But  you  w'ould  say  it  is  a negligible  factor  in  the 
W'hole  progi’am? 

Dr.  Whitman.  Yes. 

Air.  SouRWTNE.  Is  it  because  it  was  a negligible  factor  that  you 
have  taken  over  for  the  industrial  alcohol  program  this  little  chap  out 
in  Idaho  who  was  making  potato  alcohol  for  beverage  consumption? 

Dr.  Whitman.  No.  In  that  particular  case,  a project  w^as  approved 
by  the  War  Production  Board  for  the  production  of  industrial  alcohol. 
The  plant  w as  constructed,  and  due  to  a misunderstanding  it  started 
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to  make  beverage  alcohol,  and  attention  was  called  that  we  wanted 
it  directed  to  industrial  alcohol,  it  was  an  industrial  alcohol  distillery, 
and  it  is  being  so  directed. 

Mr.  SouRWiNE.  It  was  not  simply  a case  that  regardless  of  the 
need  for  alcohol,  or  perhaps  because  of  what  you  considered  a great 
need  for  all  possible  supplies  of  alcohol,  you  do  not  want  to  permit 
anybody  to  make  beverage  alcohol  out  of  anything  at  this  time? 

Dr.  Whitman.  No.  Beverage  alcohol  is  being  made  in  the  form 
of  rum  and  brandy  entirely  legally. 

Mr.  SouRWiNE.  How  about  wliisky? 

Dr.  Whitman.  No. 

Mr.  SouRWiNE.  If  there  was  a plant — and  I put  this  in  the  form  of 
a hypothetical  question:  If  there  was  a plant  whose  facilities  you  did 
not  desire  to  use,  a plant  which  you  would  not  give  a production 
certificate  and  which  the  Defense  Supplies  would  not  give  a contract, 
would  you  have  any  objection  to  that  plant  making  whisky? 

Dr.  Whitman.  I would  rather  not  try  to  answer  a hypothetical 
question  of  that  type.  I would  want  to  go  into  the  issues. 

Mr.  SouRwiNE.  Do  you  know  whether  the  War  Production  Board 
has  ever  in  similar  circumstances  refused  to  permit  a plant  to  make 
whisky,  refused  to  take  his  capacity  for  industrial  alcohol,  kept  him 
idle,  forced  him  out  of  business? 

Dr.  Whitman.  I don’t  believe  so,  sir. 

Mr.  SouRwiNE.  You  wouldn’t  want  your  division  to  be  responsible 
for  doing  that,  would  you.  Dr.  Whitman? 

Dr.  Whitman.  We  certainly  do  not  want  to  adopt  a dog-in-the- 
manger  attitude. 

Mr.  SouRWiNE.  Doctor,  what  is  high-cost  alcohol? 

Dr.  Whitm.\n.  Alcohol  that  costs  a lot  of  money. 

Mr.  SouRwiNE.  How  many  plants  are  producing  high-cost  alcohol 
under  that  definit'on? 

Dr.  Whitman.  Lots  of  them. 

Mr.  SouRW'iNE.  Do  you  know  what  the  known  production  cost  in 
any  of  those  plants  is? 

Dr.  Whitman.  It  is  entirely  a relative  matter. 

Mr.  SouRWiNE.  Let  us  set  a relative  figure  of  what  is  a lot  of  money. 

Dr.  Whitman.  I think  90  cents  a gallon  is  a lot  of  money. 

Mr.  SouRwiNE.  So  do  I,  Doctor. 

Dr.  Whitman.  And  that  is  the  average  cost  of  about  all  the  grain 
alcohol  that  is  made 

Mr.  SouRwiNE.  Now,  taking  that  as  an  average,  it  is  probably  not 
the  median,  do  you  know  how  many  gallons  are  produced  by  plants 
whose  production  cost  exceeds  90  cents? 

Dr.  Whitman.  No;  I don’t. 

Mr.  SouRwiNE.  Have  you  any  estimate? 

Dr.  Whitman.  No;  I haven’t. 

Mr.  SouRWiNE.  Is  it  half  of  the  total  production? 

Dr.  Whitman.  I don’t  know. 

Mr.  SouRWiNE.  Wouldn’t  you  know  it  is  nowhere  near  half? 

Dr.  Whitman.  No;  I don’t  know. 

Mr.  SouRWiNE.  It  may  be  half? 

Dr.  Whitman.  You  may  be  surprised  about  this,  but  our  problem 
is  production;  we  have  got  to  get  out  this  production  of  alcohol. 

Mr.  SouRWiNE.  Perhaps  we  can  get  that  figure  from  D.  S.  C. 
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You  know,  of  course,  that  if  the  average  is  90  cents,  tW 
plants  producing  at  a cost  considerably  m excess  of  90  cents . 

Dr  Whitman.  Arithmetic  would  tell  you  it  had  to  be  so. 

Mr  SOURWINE.  By  lumping  those  high-cost  plants  with  the  low- 

cost  plants,  you  get  the  90-cent  average. 

Mr.  SmRWiNE.  \nd  if  you  could  eliminate  the  plant  with  the  higher 
cost,  the  average  would  go  down? 

Mr  ^SotrwIne.^S’ St  inclusion  of  alcohol 
plants  in  the  production  prom-am  is 

the  alcohol  those  plants  produce  is  essential  to  the  war  program  a 
cannot  be  secured  from  any  other  source. 

Dr.  Whitman.  That  is  correct.  ^ ^ 

Mr.  SOURWINE.  If  the  alcohol  is  not  needed,  or  if  the 

Dr  Whitman.  May  I just  explain  that  a little  bit. 

D " Wh“-  Sstified  on  the  g^nnd  that  the  alcohol  la 

”'’Mr'^£uKwiN?  n’th™§c^  is  not  needed  or  if  it  can  be 

more  eSTmically  elsewhere,  then  the  present  policy  is  unjustifiably 

increasine  the  cost  of  the  rubber  progi-am,  isn  t it ' 

inc^easmg^tne  c^  If  the  alcohol  is  not  needed  we  are  not  going  to 

^^Mr^SouRwiNE.  All  right.  Doctor.  You  realize  that  preventing 
th^e'so-caUed  high-cost  plants  from  producing  beverage  alcohol 

“Df&'Sto‘mom  thmi  p^-event^g^he  low-cost  plants  from 

”“£”*800™“  Doclor,  are  yon  familiar  with  the  holdings  of 
liquor  stocks  by  the  so-called  Big  Four  distiUeries ' 

S"  lrn««.''^et  Would  it  surprise  you  to 

know  that  the  inventories  of  matured  and 

the  Big  Four  have  increased  each  year  smee  1940 

tory  of  the  fourth  company  while  lower  last  year  than  in  1942  \\as 

higher  than  in  either  1940  or  1941? 

Dr  Whitman  I don  t know  anything  about  that. 

Mr  SOURWINE  Mr.  Chairman,  I should  like  to  insert  in  the 

reewd  at  this  point  a table  showing  t^V'' 

distilleries  separately  as  reported  to  the  Securities  and  Exch  g 

^°TIie  C^ha^RMAN.  It  may  be  inserted  in  the  record. 

(The  table  referred  to  is  as  follows:) 

Inventories  as  Reported  to  Securities  and  Exchange  Commission 


national  distillers  products  and  wholly  owned  subsidiary 


Inventories — Matured  and  new  spirits  at  cost 

Dec.  31,  1940 

Dec.  31,  1941 

Dec.  31,  1942 

Dec.  31,  1943 


$34,  717,  448 
38,  544,  602 
44,  284,  249 
(*) 
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SCHBNLEY  DISTILLERIES  CORPORATION  AND  SUBSIDIARY  COMPANIES 


Inventories— Matured  and  new  spirits  at  cost 

Aug.  31,  1940 

Aug.  31,  1941 

Aug.  31,  1942 

Aug.  31,  1943 


$47,  152,  285 
51,  552,  562 
58,  227,  455 
66,  146,  030 


HIRAM  WALKER-GOODERHAM  & WORTS,  LTD.,  AND  WHOLLY  OWNED  SUBSIDIARY 

, COMPANIES 


Inventories — Spirits  including  bottling  materials  and  case  goods 


Aug.  31,  1940 
Aug.  31,  1941 
Aug.  31,  1942 
Aug.  31,  1943 


$23,  977,  680 
27,  302,  199 
34,  148,  656 
29,  287,  710 


DISTILLERS  CORPORATION SEAGRAMS,  LTD.,  AND  SUBSIDIARIES 


Inventories — Whiskies  and  spirits  at  available  cost  July  31  j 1940 


July  31,  1940. 
July  31,  1941. 
July  31,  1942. 
July  31,  1943. 
Nov.  30,  1943 


$40,  091,  390 
48,  204,  586 
56,  178,  381 
59,  985,  508 
85,  746,  254 


The  Chairman.  Mr.  Sourwine,  how  much  lousier  do  vou  intend  to 
be? 

Mr.  Sourwine.  About  10  minutes. 

The  Ch.^irman.  Very  well. 

Mr.  Sourwine.  Doctor,  are  you  aware  that  the  policies  of  the  War 
Production  Board  and  of  the  Office  of  Price  Administration  have  con- 
tributed largely  to  the  situation  under  which  the  big  distilleries  have 
been  able  to  buy  up  small  distilleries  and  the  stocks  of  alcohol  owned 
by  those  distilleries? 

Dr.  Whitman.  No,  sir. 

The  Chairman.  What  was  the  answer? 

Dr.  W'hitman.  “No,  sir.” 

Mr.  Sourwine.  You  realize  they  have  been  able  to  buy  up  the 
smaller  distilleries? 

Dr.  W’^HiTMAN.  Merely  as  I read  it  in  the  papers. 

The  Chairman.  Your  department  takes  no  steps  to  enlighten  itself 
in  that  regard? 

Dr.  W HITMAN.  The  problem  of  beverage  alcohol  is  not  our  responsi- 
bility, sir.  W'e  have  got  to  get  out  industrial  alcohol  production  for 
the  war  program. 

Mr.  Sourwine.  According  to  a recent  W^ar  Production  Board  press 
release  the  beverage  industry  contributed  more  alcohol  to  the  war 
program  during  the  period  from  Januaiy  1,  1942,  to  April  1,  1944, 
than  the  entire  combined  requirements  of  the  rubber  program,  lend- 
lease,  and  direct  military  use.  Is  that  right? 

Dr.  W'hitman.  Yes. 

Mr.  Sourwine.  In  other  words,  all  the  expanded  production  from 
industrial  alcohol  plants  and  the  production  from  new  plants  con- 
structed at  Govermnent  expense,  the  production  of  synthetic  alcohol, 
and  all  imports  were  available  to  supply  the  requirements  for  indirect 
militaiy  and  civilian  uses  and  antifreeze? 


t 


LIQUOR  INDUSTRY 


753 


Dr.  Whitman.  That  is  correct.  You  realize,  of  course,  that  the 
effect  of  new  plants  in  that  period  is  substantially  nothing.  You 
realize  also  that  the  regular  industrial  production,  based  on  molasses, 
was  operated  at  a pretty  low  level  in  terms  of  potential  capacity, 
because  of  the  lack  of  the  molasses  supply. 

Mr.  Sourwine.  Isn’t  it  an  inverted  viewpoint  to  regard  production 
by  beverage  distilleries  as  the  basic  supply  for  the  war  program? 

Dr.  Whitman.  You  are  making  the  assumption  that  the  indirect 
military  and  civilian  category  is  not  essential  to  the  war  program, 
which  is  utterly  mistaken. 

Mr.  Sourwine.  If  there  are  any  items  of  use  which  are  not  essential 
to  the  war  program  they  are  included  in  that  category;  are  they  not, 

Doctor?  . , , TTT 

Dr.  W' HITMAN.  They  are  all  essential  to  the  war  program.  W e 

are  restricting  the  distribution  of  alcohol  to  fit  into  the  needs  of  the 
war  program. 

Mr.  Sourwine.  Dr.  Whitman,  there  can  be  no  question  concernmg 
the  importance  to  the  war  program  of  alcohol  for  direct  military  use, 
can  there? 

Dr.  Whitman.  No,  sir.  , i • 

Mr.  SouKWiNE.  And  there  can  be  no  question  of  the  importance 

to  the  war  program  of  alcohol  for  lend-lease? 

Dr.  Whitman.  No,  sir.  , , • 

Mr.  Sourwine.  And  there  can  be  no  question  of  the  importance 
to  the  war  program  of  alcohol  for  the  rubber  program? 

Dr.  Whitman.  No,  sir. 

Mr.  SouRWUNE.  So  that  if  anyone  wants  to  raise  a question  of  the 
importance  to  the  w'ar  program  of  any  use  of  alcohol  he  must  put 
his  finger  on  a use  in  the  categoiy  of  indirect  military  and  civilian 

and  including  antifreeze.  . „ , • . 

Dr.  Whitman.  Yes;  and  if  he  w^ants  to  question  it  we  tell  him  he 

is  wrong.  . 

Mr.  Sourwine.  You  don’t  think  it  would  be  a sounder  view  to 

apply  all  the  production  from  the  industrial  alcohol  plants  and  from 
synthetic  plants  and  all  the  imports  and  new  plants  to  these  super- 
essential uses  and  call  upon  beverage  distillery  production  capacity 
for  anv  balance  of  supply  that  is  required? 

Dr.  ‘Whitman.  I don’t  believe  I got  the  significance  of  the  question. 
Mr.  Sourwine.  In  issuing  that  release  you  presented  the  produc- 
tion of  the  beverage  distilleries  as  the  basic  production  for  direct 
militarv  use,  the  rubber  program,  and  lend-lease. 

Dr.  Whitman.  I said  that  their  production  had  been  adequate  to 
meet  those  requirements.  There  is  nothing  in  that  statement  that 
says  that  physically  each  gallon  from  the  distilleries  w^as  the  only 
gallon  that  went  into  meeting  lend-lease,  because  obviously  that 

isn’t  true.  . , . , . , ^ i 

Mr.  Sourwine.  You  did  not  intend  in  phrasmg  that  release  to 

give  the  implication  that  all  possible  available  production  from 
beverage  distilleries  w-as  absolutely  essential  for  war  purposes? 

Dr.  Whitman.  I did. 

Mr.  Sourwine.  Doctor,  I would  like  to  ask  about  two  more 
questions. 

I still  have  tliree  minutes,  Mr.  Chairman. 
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The  Chairman.  Very  well. 

Mr.  SouRWiNE.  I would  like  to  know,  Doctor,  if  you  have  any 
knowledge  of  reasonably  prospective  future  requirements  for  alcohol 
in  connection  with  the  war  program  which  you  have  not  presented 
to  the  committee,  including,  perhaps,  knowledge  of  any  facts  which 
you  do  not  feel  you  could  present  to  the  committee  in  public  hearing 
but  which  you  might  present  to  the  committee  in  executive  ses  on? 

Dr.  Whitman.  Well,  I thihk,  sir,  that  if  this  was  oft  the  record  I 
might  speak  on  tliis  point 

Mr.  SouRWiNB.  Well,  Doctor,  is  there  any  reason  for  having  an 
oft-the-record  statement  with  the  room  full  of  people? 

Dr.  Whitman.  Let  it  be  on  the  record.  I will  try  to  so  word  it  so 
that  it  can  be  on  the  record. 

Mr.  SouRwiNE.  Fine. 

Dr.  Whitman.  There  are  certain  military  contingencies  of  which 
we  are  aware  which  are  not  included  in  our  requirements  to  date.  I 
cannot  go  into  those  military  contingencies  except  to  mention  that 
the  inception  of  gas  warfare  would  be  one  of  them. 

Mr.  SouRWiNE.  Gas  warfare? 

Dr.  Whitman.  Gas  warfare.  If  those  things  developed  it  would 
not  at  all  be  unreasonable  to  have  this  combination  of  direct  military 
and  lend -lease  nearlv  doubled  in  its  amount.  We  have  indicated  to, 
you  that  our  requirements  for  that  combination  is,  I believe 
79,000,000  gallons. 

Air.  SouRWiNE.  Yes. 

Dr.  Whitman.  It  could  occur  that  we  had  to  supply  sixty  or  seventy 
million  gallons  more  than  anything  shown  in  this  record  in  the  event 
of  certain  military  contingencies. 

I would  like  to  also  point  out  that  the  rubber  program  is  by  no 
means  over  the  hump,  as  we  understand  it,  and  that  the  production 
of  butadiene  from  petroleum,  which  we  all  hope  is  going  to  come  along 
to  take  a major  burden  of  this  butadiene  load,  is  by  no  means  assured 
as  yet,  and,  as  Mr.  Nelson  pointed  out,  there  might  be  additional 
military  demands.  I know,  too,  that  Colonel  Dewey,  if  in  a tight 
corner,  could  make  changes  at  his  butadiene-from-alcohol  plants 
which  would  increase  their  production  of  butadiene,  and  correspond- 
ingly call  for  more  alcohol. 

Now,  those  are  contingencies  for  which  we  must  be  prepared.  We 
are  not  going  to  be  caught  with  too  little  too  late. 

Mr.  Sourwine.  This  is  my  final  question.  Senator. 

The  Chairman.  Very  well. 

Mr.  Sourwine.  If  these  military  contingencies  of  which  you  speak 
fail  to  develop,  one  of  the  reasons  for  maintaining  and  continuing  to 
build,  if  possible,  a stock  pile  of  alcohol  will  have  evaporated?  ' 

Dr.  Whitman.  That  is  correct. 

Mr.  Sourwine.  One  of  these  which  you  mentioned  is  gas  warfare. 
If  gas  warfare  is  going  to  develop  it  presumably  will  develop  at  or 
about  the  time  of  the  invasion,  so  that  perhaps  the  drinkers  of  the 
country  may  look  forward  to  some  release  of  potable  beverage  alcohol 
if  we  have  an  invasion  and  do  not  have  gas  warfare.  Is  that  a flighty 
conclusion.  Doctor? 

Dr.  Whitman.  I don’t  believe  I better  comment  on  that,  sir. 

Mr.  Sourwine.  Don’t  mind  my  feelings.  Doctor. 
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Dr.  Whitman.  I don’t  think  I am  competent  to  pass  on  the  military 
question  of  whether  the  threat  of  gas  warfare  would  develop  or  not 
with  the  early  stages  of  an  invasion. 

Air.  Sourwine.  No;  I didn’t  ask  that,  but  that  is  one  of  the  con- 
tingencies that  you  are  bearing  in  mind  in  building  up  this  stock  pile 
of  alcohol? 

Dr.  Whitman.  Yes;  and  I would  say  this,  as  times  goes  on  and  the 
program  develops  further,  perhaps  we  won’t  need  to  have  in  the 
future  as  great  a safety  factor  as  in  the  past;  but  if  these  things  go 
in  the  wrong  direction  and  we  find  requirements  going  up  while  sup- 
plies diminish,  why,  then,  we  will  be  darned  glad  we  didn’t  get  caught 
short  on  our  alcohol. 

Mr.  Sourwine.  And  on  Dr.  Whitman’s  last  word,  I have  no  fur- 
ther questions. 

The  Chairman.  We  will  stand  in  recess  until  further  notice. 

(Whereupon,  at  12:30  p.  m.,  an  adjournment  was  taken,  subject  to 
call  of  the  Chair.) 
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THURSDAY,  MAY  18,  1944 

United  States  Senate, 

Subcommittee  of  the  Committee  on  the  Judiciary, 

Washington,  D.  C. 

The  subcommittee  met,  pursuant  to  call,  at  10  a.  m.,  in  room  457, 
Senate  Office  Building,  Senatoi  Pat  McCarran  (chairman)  presiding. 

Present:  Senatora  McCarran  (chairman)  and  Ferguson. 

Also  present;  J.  G.  Sourwine,  committee  counsel. 

The  Chairman.  The  committee  will  come  to  order. 

Mr.  Sourwine,  will  you  call  whomsoever  you  are  going  to  hear? 

Mr.  Sourwine.  I will  call  Mr.  Sidney  Scheuer. 

STATEMENT  OF  SIDNEY  H.  SCHEUER  OF  THE  FOREIGN  ECONOMIC 

ADMINISTRATION 

The  Chairman.  You  may  state  your  name  and  your  official  posi- 
tion for  the  record,  please. 

Mr.  Scheuer.  Sidney  H.  Scheuer,  Executive  Director,  Bureau  of 
Supply,  Foreign  Economic  Administration. 

The  Chairman.  You  may  proceed,  Mr.  Sourwine,  to  interrogate. 

Mr.  Sourwine.  Air.  Scheuer,  we  will  jump  around  a little  bit  today 
because  the  pm-pose  of  calling  you  was  not  to  go  into  great  detail  con- 
cerning any  of  the  operations  of  the  Foreign  Economic  Administration, 
but  rather  to  plug  up  some  gaps,  or  I might  say  to  supplement  testi- 
mony already  in  the  record  so  as  to  present  a complete  picture. 

Apparently  there  has  been  a great  deal  of  misconception  or  misin- 
terpretation concerning  certain  provisions  in  the  agreement  with  Cuba 
for  the  purchase  of  alcohol  and  blackstrap  molasses.  Aluch  of  that 
misconception  or  misinterpretation  centers  around  the  question  of 
whether  there  was  any  commitment  by  or  on  behalf  of  this  Govern- 
ment against  releasing  beverage  alcohol  during  the  period  of  the 
Cuban  agreement. 

I wish  you  would  discuss  that  point,  sir. 

Mr.  Scheuer.  The  documents  that  were  exchanged,  are  I assume 
part  of  the  record  of  this  committee. 

Mr.  Sourwine.  They  are  not  in  the  record  yet,  sir.  I have  them 
here. 

Mr.  Scheuer.  Well,  we  will  be  glad  to  put  them  in  the  record. 
I should  say  that  the  exchange  of  notes  as  supplemented  by  the 
Ambassador’s  memorandum,  sets  forth  the  undertakings  which  were 
concluded,  and  no  other  understandings  unrecorded  were  concluded. 
The  convereations  included  all  kinds  of  considerations,  some  of  which 
of  course,  we  were  not  interested  in,  and  some  of  which  were  rejected. 
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Mr.  SouRWTNE.  Mr.  Chairman,  since  we  probably  will,  at  a later 
date,  go  quite  fully  into  the  Cuban  alcohol  situation,  and  at  that  time 
I wish  to  put  into  the  record  the  full  text  of  the  agreements  and  of  the 
notes  exchanged,  may  I suggest  that  at  this  time  we  msert  in  the  record 
only  two  pertinent  passages  from  those  notes,  one  from  the  note  of  the 
Cuban  Minister  of  State,  Senor  Santovenia,  and  one  from  the  United 
States  Ambassador,  Mr.  Spruillc  Braden. 

The  Chairman.  In  order  that  the  committee  may  have  a view  of 
them — they  are  not  very  lengthy,  will  you  read  them  into  the  record? 

Mr.  SouRWTNE.  Surely.  Under  date  of  February  12,  a note  of 
Senor  Santovenia — this  was,  I believe,  point  6 in  a draft  stipulation 
that  he  w^as  making  while  you  wrere  wwking  on  the  negotiation,  was 
it  not? 

Mr.  ScHEUER.  Yes. 

The  Chairman.  \Miat  official  position  does  he  hold  with  Cuba? 

Mr.  SouRiwNE.  He  is  Minister  of  State. 

Mr.  ScHEUER.  That  is  right. 

Mr.  SouRWiNE  (reading): 

There  shall  be  an  exchange  of  notes  between  the  Grovernments  of  Cuba  and  the 
United  States  in  which  it  will  be  categorically  set  forth  that,  by  virtue  of  these 
negotiations,  it  is  understood  and  agreed  that  all  the  black  strap  molasses  and  all 
the  industrial  alcohol  sold  to  the  agency  designated  by  the  Government  of  the 
United  States  will  be  destined,  solely  and  exclusively,  for  industrial  purposes, 
since  Cuba  is  disposed  to  carry  out  the  transaction  which  is  being  negotiated  in  a 
spirit  of  w'ar  cooperation,  and  that  the  right  reserved  to  Cuba  will  not  be  prejudiced, 
directly  or  indirectly  by  the  release  of  domestic  alcohol  as  a result  of  obtaining  ours 
or  the  raw  material  for  its  manufacture. 

The  Chairman.  May  I just  say  one  word,  what  was  that  last  word — 
will  not  be  what? 

Mr.  SouRWiNE.  Prejudiced. 

The  Chairman.  Oh,  yes.  Go  on. 

Mr.  SouRwiNE.  And  the  reply  from  our  Ambassador,  under  date  of 
February  16: 

The  United  States  Government  * * * ig  further  disposed  to  assure  the 

Cuban  Government  by  an  exchange  of  notes,  that,  in  accordance  with  the  spirit  of 
the  agreement  reached,  the  blackstrap  molasses  and  industrial  alcohol  by  Cuba  to 
the  United  States  will  be  destined  for  industrial  purposes. 

Those  are  the  communications  you  had  in  mind,  I believe,  Mr. 
Scheuer,  when  you  said  they  contained  the  full  spirit,  are  they  not? 

Mr.  Scheuer.  What  you  have  read  is  taken  out  of  its  context  and 
I should  like  to  make  it  clear  that  the  portion  of  the  Cuban  note  you 
read  embodied  those  requests,  not  conditions. 

Mr.  SouRwiNE.  Yes. 

Mr.  Scheuer.  They  were  requests  after  we  had  submitted  our  final 
terms  to  the  Cuban  Government. 

Mr.  SouRWiNE.  Yes,  sir. 

Mr.  Scheuer.  There  were  many  other  requests  included  in  that 
particular  document. 

Mr.  Sourwine.  However,  you  do  not  mean  to  say,  do  you,  sir,  that 
the  actual  contract  between  the  Defense  Supply  Corporation,  I believe 
it  is,  and  the  Cubans  covers  all  of  the  terms  and  agreements  of  this 
understanding? 

Mr.  Scheuer.  Well,  the  contract  plus  the  exchange. 

Mr.  Sourwine.  That  is  what  1 mean.  There  must  be 

Senator  Ferguson  (interposing).  Which  is  part  of  the  exchange? 
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Mr.  Scheuer.  No,  the  concluding  note  that  was  sent  by  our 
Ambassador  in  its  entirety  would  be  regarded  as  part  of  the  answer  to 
this  communication.  The  note  stated  in  substance  that  we  would  not 
make  any  of  these  concessions;  that  our  proposal  stood  as  submitted 
with  one  or  two  technical  exceptions  with  reference  to  delivery  and 
tilings  of  that  kind. 

Senator  Ferguson.  You  would,  however,  say  that  we  have  lived 
« up  to  this?  •. !. 

Mr.  Scheuer.  Oh,  yes. 

Senator  Ferguson.  There  is  no  doubt  about  that? 

Mr.  Scheuer.  We  have  lived  up  to  our  undertaking,  yes. 

* Senator  Ferguson.  No  doubt — ^there  is  no  doubt  that  we  have 

lived  up  to  what  is  stated  here  this  morning,  that  we  will  only  use  it 
for  industrial  purposes, 
j Mr.  Scheuer.  Yes;  quite  so. 

f Senator  Ferguson.  And  in  no  way  are  we  to  use  it  to  release 

, alcohol  for  beverage  purposes. 

Mr.  Scheuer.  To  the  best  of  my  knowledge  it  is  a fact  that  we 
have  not  released  alcohol  for  beverage  purposes. 

The  release  of  alcohol  for  beverage  purposes  and  the  control  of 
the  domestic  situation  is  a War  Production  Board  matter  with  which 
our  agency  does  not  have  anything  to  do. 

^ Senator  Ferguson.  If  you  could  explain  as  to  why  Cuba  wanted 

this  mcluded — — 

Mr.  Scheuer.  Well,  in  the  discussions  there  were  all  kinds  of 
proposals  as  I have  indicated  before. 

Senator  Ferguson.  What  was  the  underlying  pmpose  of  this  ex- 
change? 

Mr.  Scheuer.  The  underlying  purpose  which  Cuba  had  in  mind, 
I take  it,  was  not  to  impair  her  competitive  position  m the  beverage- 
alcohol  field. 

Mr.  Sourwine.  Isn’t  it  true,  Mr.  Scheuer,  that  Cuba  had  insisted 
upon  and  had  secured  an  import  quota  that  would  allow  her  to  bring 
in  14,300,000  gallons  of  cane  beverages  first,  and  that  there  was  some 
. feeling  on  the  part  of  the  Cubans  that  if  we  released  beverage  alcohol 

; here  that  quota  might  not  do  them  as  much  good  as  it  would  other- 

' wise  on  the  theory  that  all  of  that  amount  that  they  could  import 

might  not  be  readily  sold  if  American-made  whisky  were  readilv 
available? 

Mr.  Scheuer.  I don’t  think  it  was  that.  I think  they  wanted  to 
hold  a competitive  position  which  they  envisaged  as  growing. 

Mr.  Sourwine.  Doesn’t  it  amount  to  the  same  thing? 

Mr.  Scheuer.  Yes. 

Senator  Ferguson.  But  their  competitive  position  today  is  entirely 
different  than  it  would  be  if  we  were  producing  alcohol  normally  for 
beverage  purposes. 

Mr.  Scheuer.  They  have  taken  advantage  of  the  wartime  restric- 
tions on  the  production  of  beverage  alcohol  in  the  United  States — 
there  is  no  doubt  about  that. 

Senator  Ferguson,  Yes.  Isn’t  it  true  that  instead  of  sending  the 
190-proof  alcohol  here,  they  are  sending  rums  and  gins  which  are  not 
! 190,  and  therefore  they  can  go  above  the  14,000,000  gallons? 

I Mr.  Scheuer.  No;  that  it  inot  a fact. 

I Senator  Ferguson.  That  is  not  a fact? 
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Mr.  ScHEUER.  No.  They  are  limited  strictly  to  14,300,000  of  100 
proof. 

Senator  Ferguson.  Of  100  proof. 

Mr.  ScHEUER.  Yes;  and  they  are  also  limited 

The  Chairman.  If  they  reduced  the  proof  why 

Senator  Ferguson.  Rum  is  not  100  proof. 

Mr.  ScHEUER.  You  mean  if  it  is  90  proof? 

Senator  Ferguson.  That  is  what  I mean  to  say.  Therefore  they 
can  bring  more  in  because  they  can  bring  in  90  proof. 

Mr.  ScHEUER.  I think  the  gallonage  was  over-all  gallonaga  of  100 
proof.  I am  quite  sure  about  that. 

The  Chairman.  Will  the  gentleman  with  you  please  state  his 
name  for  the  record? 

Mr.  Blau.  My  name  is  Clarence  I.  Blau,  Assistant  General  Coun- 
sel, Foreign  Economic  Administration. 

The  Ch.\irman.  Yes. 

Mr.  Blau.  The  restriction  applies  to  the  number  of  proof  gallons 
of  beverage  alcohol  and  spiritous  liquors  made  from  cane. 

Now,  it  is  true,  if  they  bring  it  in  in  the  form  of  85  or  86  proof 
alcohol  instead  of  in  the  form  of  100  proof  alcohol,  they  would  bring 
in  more  physical  gallons  than  14,300,000. 

The  Chairman.  In  other  words,  they  could  bring  in  a greater 
gallonage  by  reducing  the  proof. 

Mr.  Blau.  They  could  bring  in  a greater  gallonage  by  reducing 
the  proof.  They  could  not  bring  in  a greater  total  volume  of  alcohol 
by  doing  that. 

Senator  Ferguson.  Now,  do  you  know  whether,  m a fact,  they 
have  on  any  occasion  reduced  the  proof  in  bringing  in  various 
beverages? 

Mr.  Blau.  Of  coiu^e,  sir,  they  do  that,  but  that  does  not  come  in 
ex  quota.  That  comes  in  as  part  of  her  quota. 

Senator  Ferguson.  Yes;  but  they  get  more  actual  gallons. 

Mr.  Blau.  They  get  more  actual  gSlons. 

Mr.  ScHEUER.  It  is  open  to  other  countries. 

Mr.  SouRwiNE.  They  get  more  actual  gallons 

Mr.  ScHEUER.  That  is  right. 

Senator  Ferguson.  Do  you,  Mr.  Blau,  know  the  reason  for  these 
notes;  do  you  know  why  Cuba  wanted  them? 

Mr.  Blau.  Mr.  Scheuer  was  down  in  Habana.  I was  not.  So  he 
would  be  in  a better  position  to  testify  on  that  than  I would. 

Senator  Ferguson.  What  was  the  underlying  reason,  Mr.  Scheuer? 

Mr.  Scheuer.  I don’t  understand 

Senator  Ferguson.  Besides  this  formal  language — that  is  rather 
formal  language,  veiy  cold  language — was  the  underlying  arguments 
or  talk. 

Mr.  Scheuer.  The  underlying  feeling  was  that  the  Cubans  ex- 
pected 1944  to  be  a banner  year  for  the  export  of  beverage  alcohol 
and  that  huge  profits  would  result  therefrom. 

At  the  time  we  arrived  there,  I should  say  that  the  monthly  rate  of 
export  had  attained  probably  twenty-four  to  thirty  millions  per 
annum,  and  there  was  every  reason  to  believe  that  it  would  mount 
very  quickly  thereafter.  When  we  insisted  that  there  be  a limitation, 
it  was  a rather  difficult  economic  sacrifice  for  the  Cubans,  having 
envisaged  these  larger  profits  and  this  enormous  trade. 
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Does  that  answer  your  question? 

Senator  Ferguson.  That  was  the  real  reason? 

Mr.  Scheuer.  It  would  seem  so  to  me. 

Senator  Ferguson.  For  the  notes.  Now,  do  we  have  any  other 
agi’eement,  not  in  wTiting,  that  this  would  actually  be  the  result? 

Mr.  Scheuer.  Oh,  no ; none  whatsoever. 

Mr.  SouRwiNE.  The  14,300,000  gallons  was  really  a compromise, 
was  it  not?  Cuba  wanted  more,  and  so  far  as  you  were  concerned, 
you  would  have  been  happy  to  have  given  her  less? 

Mr.  Scheuer.  Oh,  yes. 

Senator  Ferguson.  Did  you  give  a reason  to  her  for  wanting  that 
limit  at  14? 

Mr.  Scheuer.  Well,  14  was  the  total  of  the  previous  year,  the 
calendar  year  1943.  . 

Senator  Ferguson.  That  was  a very  high  year. 

Mr.  Scheuer.  That  was  a very  high  year.  They  had  buUt  this 
industry  up  to  a large  capacity,  and  there  w'as  no  indication  given 
them  up  to  that  time  that  there  would  be  any  limitation. 

Senator  Ferguson.  Have  they  any  greater  capacity  now  than  they 
are  actually  using  in  Cuba? 

Mr.  Scheuer.  They  have  a very  much  greater  capacity  for  beverage 
alcohol  than  they  are  actually  using. 

Senator  Ferguson.  That  is  what  I mean. 

Mr.  Scheuer.  Oh,  yes. 

Senator  Ferguson.  Would  that  in  any  way  interfere  with  our 
production  of  alcohol  if  they  did  go  ahead  and  make  beverage  alcohol? 

Mr.  Scheuer.  They  cannot  do  that.  According  to  our  agreement 
the  amount  of  molasses  that  is  allocated  by  the  Sugar  Institute  for 
that  purpose  is  in  ratio  to  this  14  to  3.  Do  I make  myself  clear? 

Senator  Ferguson.  Yes. 

The  Chairman.  Was  there  any  private  agency  that  sat  in  the 
conference  in  Cuba? 

Mr.  Scheuer.  There  was  a commission  headed  by  the  Minister  of 
Agriculture,  and  six  others;  two  representing  the  growers,  two  the 
processors,  and  two  the  alcohol  people. 

Senator  Ferguson.  Anybody  sit  on  that  side? 

Mr.  Scheuer.  Our  representatives  were  Mr.  Wilson  of  the  Com- 
modity Credit  Corporation,  and  Mr.  Sabin  of  Defense  Supplies  Cor- 
poration, and  Mr.  George  Ball  of  our  General  Counsel’s  office,  Mr. 
Jack  Eyre,  and  Mr.  Ferguson  who  was  consultant  on  molasses  to  the 
Defense  Supplies  Corporation. 

Senator  Ferguson.  Who  is  Mr.  Eyre? 

Mr.  Scheuer.  Mr.  Eyre  is  an  F.  E.  A.  man. 

Senator  Ferguson.  No  one  sat  in  from  the  liquor  interests  here? 

Mr.  Scheuer.  No. 

Senator  Ferguson.  Had  they  been  consulted? 

Mr.  Scheuer.  No.  We  had  a directive  from  the  War  Production 
Board. 

Senator  Ferguson.  Well,  anyone  representing  the  distUlers  of 
America? 

Mr.  Scheuer.  There  was  no  industrial  representative  as  a member 
of  that  delegation. 

Senator  Ferguson.  Now,  did  you  confer  with  anybody 

The  Chairman.  Just  a moment.  As  a member  of  the  delegation, 
you  say  there  was  no  representative  of  industry? 
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Mr.  ScHEUER.  The  delegation  was  not  divided  by  industries  or 
anything  like  that.  It  was  a delegation  that  was  representative  of 
men  who  were  conversant  with  the  general  problem  of  getting  mo- 
lasses and  alcohol  from  Cuba. 

The  Chairman.  But  were  there  private  industries,  the  heads  of  the 
distilling  industry  in  the  conference  at  any  time? 

Mr.  SCHEUBR.  No. 

The  Chairman.  Not  at  all? 

Mr.  ScHEUER.  Down  in  Cuba,  you  mean? 

The  Chairman.  Yes;  not  at  all? 

Mr.  ScHEUER.  No,  sir. 

Senator  Ferguson.  Were  they  consulted? 

Mr.  ScHEUER.  No,  sir. 

Senator  Ferguson.  Then  you  did  not  consider  it  important  to  con- 
sidt  any  of  the  industry  here? 

Mr.  ScHEUER.  On  what? 

Senator  Ferguson.  The  beverage  industry. 

Mr.  ScHEUER.  We  did  not  consult  the  industry,  the  sugar  industry, 
or  the  alcohol  industry,  or  the  molasses  industry.  We  were  given  a 
directive  to  procure  the  ma.ximum  of  these  commodities  under  the 
most  favorable  terms. 

Senator  FeRguson.  From  whom  did  you  get  that  directive? 

Mr.  ScHEUER.  The  War  Production  Board.  We  proceeded  in  the 
most  infoimed  manner  that  we  could,  by  gaining  as  much  informa- 
tion as  we  could  about  the  subject,  and  then  we  negotiated  the  ques- 
tion out  with  the  Cubans. 

Senator  Ferguson.  Now,  that  directive,  if  you  had  followed  that 
closely,  these  notes  would  have  been  agreeable,  would  they  not? 

Mr.  ScHEUER.  I do  not  think  it  was  within  the  limits  of  our  powers 
to  bind  our  Government  to  domestic  action  without  consultation. 
Certainly  we  had  no  such  power,  I would  say. 

Mr.  SouRWiNE.  To  round  that  out,  Mr.  Scheuer,  and  make  one 
very  positive  statement  for  the  record,  is  it  definitely  your  under- 
standing that  neither  the  United  States  Government  nor  any  agency 
of  that  Government  is  committed  to  a course  of  action  involving  a 
prohibition  of  the  release  for  manufacture  of  beverage  spirits  during 
the  term  of  this  Cuban  agreement? 

Mr.  Scheuer.  I would  say  that  I went  down  there  to  present  to 
these  people  an  urgent  demand  and  claim  upon  their  productive  re- 
sources based  on  war  needs.  If  there  was  a change  in  those  war  needs, 
for  example,  it  would  seem  to  me  that  it  would  be  a question  for  con- 
sideration by  the  Department  of  State  as  to  whether  or  not  the  Cuban 
Government  should  be  apprised  of  that. 

Mr.  SouRwiNE.  In  other  words,  then,  we  are  morally  bound  by  this 
language  in  these  notes  because  of  our  representation. 

Mr.  Scheuer.  I would  say  that  as  a matter  of  comity  of  nations, 
that  we  were ; yes,  sir. 

Senator  Ferguson.  That  is  what  I was  trying  to  ask  for  originally, 
whether  or  not  we  did  not  have  an  understanding  that  this  was  binding 
upon  us,  not  in  writing,  no,  but  an  agreement  between  the  nations. 

Mr.  Scheuer.  Well,  I think  the  only  thing  I would  say  on  that, 
sir,  is  that  it  naturally  flows  from  the  demands  we  made  for  the  rigid 
limitation  of  the  use  of  molasses  both  for  their  carburente  and  in  every 
other  way. 


Senator  Ferguson.  Then,  as  I understand  it,  this  Nation  is  bound 
at  the  present  time  in  agreement  with  Cuba  not  to  give  any  alcohol  in 
this  country  for  beverage  purposes,  or  not  make  any;  is  that  correct? 

Mr.  Scheuer.  I would  not  say  “yes”  to  that. 

Senator  F erguson.  Well,  you  feel  that  if  we  did  make  it,  then 
Cuba  should  be  considered,  and  if  necessary,  released  from  her 
agreement. 

Mr.  Scheuer.  I would  not  make  as  positive  a statement  as  that. 

Senator  Ferguson.  You  would  not  go  that  far? 

Mr.  Scheuer.  Certainly  not. 

Mr.  SouRwiNE.  You  don’t  want  to  go  any  further  than  to  say  that 
the  Cuban  Government  should  be  consulted  before  we  made  such 
release? 

Mr.  Scheuer.  I think  it  should  be  informed. 

Senator  Ferguson.  What  is  the  difference  between  consulted  and 
informed? 

Mr.  Scheuer.  I do  not  think  we  are  bound  to  consult  them,  but  1 
think — this  is  merely  personal  opinion,  and  of  course  one  that  is  not 
binding  upon  the  Department  of  State,  which  as  the  final  judge  of 
these  things — that  it  would  be  the  proper  tiling  to  inform  them  that 
we  find  ourselves  in  an  easier  position,  and  that  by  reason  of  domestic 
considerations,  we  are  thinking  thus  and  thus. 

Senator  Ferguson.  Well,  do  you  think  that  might  have  some 
influence  on  W.  P.  B.  in  giving  a breathing  spell? 

Mr.  Sourwine.  Or  refusing  to  give-; — 

Senator  Fhrguson.  Or  refusing  to  give  one. 

Mr.  Scheuer.  I think  W.  P.  B.  is  entirely  free  to  handle  the  matter 

on  its  merits  without— — . 

Senator  Ferguson  (interposing).  But  this  was  entered  into  under 

their  directive. 

Mr.  Scheuer.  Yes.  • ^ 

Senator  Ferguson.  Their  representations  to  Cuba  were  m effect 

that  we  would  not  release  any.  ■ -r,  j 

Mr.  Scheuer.  No;  the  directive  from  the  War  Production  Board 
is  a directive  to  buy  the  maximum  of  these  commodities  whatever  the 
commodities  may  be. 

Senator  Ferguson.  But  to  buy  those  you  made  certam  representa- 
tions, and  those  representations  were  given  to  you  by  the  W.  P.  B. 

Mr.  Scheuer.  My  establishment 

Senator  Ferguson.  Therefore  would  not  the  War  Production 
Board  feel  that  they  had  already  made  representations  to  Cuba  that 
none  would  be  released  for  beverage  purposes? 

Mr.  Scheuer.  Well,  I think  it  is  a question  of  fact,  rather  than 

Mr.  Sourwine.  What  you  mean,  sir,  is  perhaps  that  you  do  not 
know  whether  W.  P.  B.  would  recognize  that  as  a moral  obligation? 

Mr.  Scheuer.  Yes,  I do  not  know  whether  they  would  or  would 
not,  but  I would  expect  that  they  would  deal  with  the  matter  on  the 
merits. 

Mr.  Sourwine.  It  would  be  your  thought,  however,  that  the 
Cubans  would  feel  that  there  is  a moral  obligation  on  our  part,  and 
might  be  legally,  perhaps,  not  to  release  beverage  alcohol. 

Mr.  Scheuer.  Well,  I don’t  know  that  their  protest  would  be  valid. 

Mr.  Sourwine.  No;  but  there  might  be  such  a protest. 

Mr.  Scheuer.  Yes;  there  might  be  such  a protest. 
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The  Chairman.  You  would  just  take  it,  by  and  large,  using  your 
own  judgment,  supported  by  your  knowledge  of  the  transaction,  that 
we  are  morally  bound  not  to  release  consumptive  alcohol  here. 

Mr.  ScHEUER.  Yes;  I would  thing  that  we  should  not  proceed 
without  any  mention  of  it,  I think  it  would  be  unnecessarily  harmful, 
and  could  be  met  by 

The  Chairman  (interposing).  Keprisals? 

Mr.  ScHEUER  (continuing),  informing  them.  I think  it  could  be 
met — I don’t  think  that  there  would  be  any  insurmountable  difficulties. 

Mr.  SouRWiNE.  Mr.  Scheuer,  do  you  have  anything  to  do  with  the 
setting  of  import  quotas? 

Mr.  Scheuer.  Import  quotas  are  set  by  the  War  Production  Board. 

Mr.  SouRWiNE.  Yes;  but  this  particular  im])ort  quota  was  set  at 
the  request  of  the  Foreign  Economic  Administration,  was  it,  sir? 

Mr.  Scheuer.  You  mean  this  14,  3? 

Mr.  SouRWiNE.  Yes,  sir;  not  the  amount,  but  the  fact  of  setting 
the  quota. 

Mr.  Scheuer.  It  was  the  result  of  these  negotiations. 

Mr.  SouRwiNE.  It  was  an  action  taken  by  the  War  Production 
Board  at  your  request  and  in  aid  of  your  negotiation. 

Mr.  Scheuer.  Yes.  It  was  taken  by  both  count  es,  Cuba  them- 
selves agreed  to  put  a limitation  on  the  export  and  we  agreed  to  a 
limitation  of  imports. 

The  Chairman.  Why  did  you  want  Cuba  to  put  a hmitation  on 
the  export  from  Cuba? 

Mr.  Scheuer.  They  wanted  it,  they  waned  to  do  it  as  a sovereign 
nation,  they  ivanted  to  take  this  action  voluntarily  so  to  speak,  as 
a positive  contribution 

Mr.  Sourwine.  Is  it  not  true,  sir,  that  your  request  for  the  estab- 
lishment of  such  an  import  quota  was  a rather  urgent  one,  and  met 
at  least  some  opposition  from  W.  P.  B.? 

Mr.  Scheuer.  You  mean  wffiUe  the  negotiations  were  on? 

Mr.  Sourwine.  Yes. 

Air.  Scheuer.  I don’t  know  that  to  be  a fact. 

Air.  Sourwine.  You  simply  made  a request  to  W.  P.  B,  and 
quotas  were  put  into  effect  without  any  argument  about  them? 

Air.  Scheuer.  We  kept  the  Department  of  State  informed,  and 
the  other  agencies  of  the  Government  fully  informed  daily  of  the 
course  of  these  discussions.  Air.  Blau  indicated  to  me  that  you  are 
probably  referring  to  the  preliminary  discussions  before  we  went 
down 

Air.  Sourwine.  Yes.  sir. 

Air.  Scheuer.  Well,  at  that  time,  in  canvassing  the  situation  and 
the  probable  course  of  the  negotition,  it  was  indicated  that  it  would 
be  probable  that  we  would  have  to  put  some  control  on.  But  there 
was  no  agreement  then  as  to  what  that  control  would  be,  what  form 
it  would  take,  or  what  period  of  time  it  would  cover. 

Air.  Sourwine.  So  that  the  limitation  of  imports  of  cane  spirits 
from  Cuba  and  the  amount  they  should  send  into  this  country  last 
year  was  not  in  any  sense  a club  which  you  used  in  your  negotiations. 

Air.  Scheuer.  Well—— 

Senator  Ferguson.  Do  you  want  the  word  “club”  out? 

Air.  Scheuer.  I would  rather  not  answer  that  question.  Will  you 
state  the  question  without  the  “club.” 
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Mr.  Sourwine.  I will  try  to. 

The  Chairman.  Was  it  an  inducement? 

Air.  Scheuer.  The  Senator  is  very  sympathetic  to  my  position. 

Senator  Ferguson.  I figured  you  hesitated  on  the  word  “club.” 

Air.  Scheuer.  Yes;  would  you  restate  it? 

Air.  Sourwine.  Was  the  import  quota  limitation,  preventing  Cuba 
from  importing  this  year  more  than  they  had  imported  last  year,  an 
element  which  aided  you,  or  which  you  considered  would  aid  you  in 
your  negotiations  with  Cuba? 

Air.  Scheuer.  Yes;  I think  so. 

Air.  Sourwine.  Are  jmu  familiar,  sir,  with  the  quota  regulations 
under  these  import  quotas? 

Mr.  Scheuer.  That  W.  P.  B.  has  applied? 

Mr.  Sourwine.  Yes,  sir. 

Air.  Scheuer.  No;  I am  not. 

Mr.  Sourwine.  Do  you  know  whether  the  W.  P.  B.  allocates  the 
quota  among  the  importers  on  any  basis? 

Air.  Scheuer.  I have  no  knowledge  of  the  details  of  their  plan. 

Air.  Sourwine.  Mr.  Scheuer,  do  vou  know  whether  there  are  im- 
port  quotas  for  Puerto  Rico  and  the  Virgin  Islands? 

Mr.  Scheuer.  W ell,  there  is  a limitation  but  not  an  import  quota. 

Air.  Sourwine.  What  kind  of  limitation? 

Mr.  Scheuer.  Production. 

Air.  Sourwine.  A production  limitation? 

Senator  Ferguson.  Does  that  limit  the  amount  of  alcohol  that  we 
get? 

Air.  Scheuer.  Of  beverage  alcohol? 

Senator  Ferguson.  Yes. 

Mr.  Scheuer.  It  does  not  directly;  it  limits  the  production  thereof 
in  the  islands. 

Air.  Sourwine.  There  are  stocks  of  beverage  alcohol  in  both  the 
Virgin  Islands  and  Puerto  Rico,  are  there  not? 

Mr.  Scheuer.  I believe  so. 

Mr.  Sourwine.  And  the  importation  of  those  stocks  is  not  con- 
trolled by  any  quota? 

Air.  Scheuer.  That  is  right. 

Mr.  Sourwine.  Now,  Government  House  rum  is  made  in  one  of 
those  islands:  which  is  it? 

Air.  Scheuer.  I am  informed  the  Vii^in  Islands. 

Air.  Sourwine.  Do  you  know  whether  the  production  quota  affects 
the  production  of  Government  House  rum? 

Mr.  Scheuer.  I don’t,  but  I should  think  that  that  could  be  made 
available  to  you  very  easily — the  W.  P.  B.  could  make  that  available. 

Mr.  Sourwine.  We  simply  have  you  here,  we  cannot  figure  it 

Mr.  Scheuer.  I have  no  knowledge. 

Mr.  Sourwine.  That  particular  brand  has  almost  vanished  from 
the  shelves  of  liquor  stores,  if  I may  testify  to  that  extent,  Mr.  Chair- 
man; and  I was  wondering  whether  that  was  the  result  of  a cessation 
of  production. 

Mr.  Scheuer.  I would  doubt  very  much  that  there  would  be  any 
reduction  as  a result  of  this  action  in  the  sales  as  against  1943. 

Senator  Ferguson.  As  I understand  it  then,  the  limitation  is  on 
the  production  of  rum  at  the  present  time. 

Mr.  Scheuer.  That  is  in  Puerto  Rico. 
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Senator  Ferguson.  Yes;  and  the  importation.  You  can  import 
the  amount  previously  made;  there  is  no  limitation  on  that. 

Mr.  ScHEUER.  I believe  that  is  correct. 

Senator  Ferguson.  Is  that  correct? 

Mr.  Blau.  That  is  correct.  Senator,  of  course,  the  reason  for 
that  is  that  both  Puerto  Rico  and  the  Vii-gin  Islands  are  part  of  the 
United  States  of  America  and  there  are  no  true  imports  from  there. 
The  War  Production  Board  felt  quite  properly,  as  we  agreed,  that 
any  attempt  to  limit  the  free  flow  of  commerce  between  the  various 
parts  of  the  United  States  was  completely  inconsistent  with  our  form 

of  government.  .■ 

Senator  Ferguson.  All  right.  Now,  is  there  any  limitation  on 

those  two  islands  that  they  are  not  allowed  to  make  any  beverage 
alcohol,  or,  as  we  call  it,  neutral  spirits? 

Mr.  Blau.  I don’t  know  what  the  limitation  is  m terms  of  quanti- 
ties, so  far  as  the  Virgin  Islands  is  concerned,  but  the  limitation  in 
Puerto  Rico  is  that  they  cannot  make  more  than  7,300,000  proof 
gallons  of  beverage  alcohol  during  the  calendar  year  1944. 

Senator  Ferguson.  All  right,  then;  we  will  take  a distiller  in  Puerto 
Rico,  compared  to  one  in  Florida.  In  Florida  he  is  not  allowed  to 

make  a gallon. 

Mr.  ScHEUER.  That  is  right. 

Senator  Ferguson.  But  in  Puerto  Rico  he  is  allowed  to  make 

7,000,000  gallons  for  beverage  purposes.  t i.  v 

Mr.  Blau.  That  is  quite  correct,  except  that  there  are,  I believe, 

in  this  country,  a small  number  of  distillers  who  manufacture  rum, 
who  are  operating  on  substantially  reduced  quotas. 

Senator  Ferguson.  Well,  can  they  make  whisky  m Puerto  Rico? 

Mr.  Blau.  In  Puerto  Rico?  , . . 

Senator  Ferguson.  Yes;  they  can  make  neutral  spirits,  and  from 
neutral  spirits  they  can  make  other  than  rum,  isn’t  that  true? 

Mr.  Blau.  I am  not  an  expert  on  the  liquor  industry.  I do  know 
this,  however.  Senator,  that  under  the  Puerto  Rican  law  they  caimot 
ship  out  of  the  islands  anything  but  bottled  spirits,  and  I doubt 
whether  they  would  have  the  grain  or  the  whisky  to  blend  with  their 
cane  spirits  to  make  a blended  whisky  down  there. 

You  see,  the  competitive  advantage  that  Cuba  had  over  Puerto 
Rico  was  that  Cuba  sends  us  most  of  this  stuff  in  casks,  whereas  in 
Puerto  Rico  they  can  only  send  it  up  in  bottles. 

Senator  Ferguson.  Is  that  the  law? 

Mr.  Blau.  That  is  the  Puerto  Rican  law,  passed  by  the  Puerto 

Rican  Legislature.  . 

Mr.  Sour  wine.  Is  it  not  a fact,  sir,  that  this  production  limitation 

upon  Puerto  Rican  distillers  is  considered  by  Puerto  Rico  as  an 
extremely  oppressive  one  and  is  protested  very  vociferously  by 
Puerto  Rico  and  by  the  Puerto  Rican  Delegate  in  the  Congress? 

Air.  Blau.  There  has  been  a considerable  amount  of  discussion  of 
that.  I don’t  know  about  the  Puerto  Rican  Delegate.  I know  that 
various  Puerto  Rican  interests  have  written  to  Government  agencies 
and  to  committees  of  the  House  and  Senate  protesting  some  of  this 

action.  . t.  ^ t>-  ..v. 

Senator  Ferguson.  Now,  are  we  getting  from  Puerto  Kico  the 

raw  material  from  which  alcohol  can  be  made,  other  than  what  they 

use  under  this  quota? 
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Air.  ScHEUER.  We  have  been  purchasing  all  the  molasses  that  has 

been  made  available  to  us.  ^ . 

Senator  Ferguson.  Now  you  say  “made  available.’  Isn  t it  true 
that  there  is  a considerable  amount  of  molasses  or  cane  that  is  des- 
troyed there? 

Mr.  ScHEUER.  Not  that  I know  of. 

Senator  Ferguson.  Haven’t  you  heard  that? 

Mr.  ScHEUER.  There  are  difficulties  of  transportation,  and  there 
was  some  delay  in  negotiating.  The  Defense  Supplies  Corporation 
negotiated  the  Puerto  Rican  arrangement.  I believe  Air.  Sabin  is 
coming  up  here.  He  can  give  you  the  facts  as  to  that,  I am  sure. 
We  do  not  participate  in  Puerto  Rican  transactions  since  they  are 

considered  to  be  domestic.  , , ;r  /-.i  - o 

Mr.  Sour  wine.  Alay  I take  a slightly  new  tack,  Mr.  Chairman. 

The  Chairman.  All  right. 

Mr.  Sourwine.  Air.  Scheuer,  who  has  the  final  say  on  lend-lease 
quotas  or  allocations? 

Air.  Scheuer.  Lend-lease  allocations  and  arrangements  are  made 
by  the  Foreign  Economic  Administration. 

Mr.  Sourwine.  The  V\  ar  Production  Board  then  sunply  makes 
available  for  lend-lease  the  amount  which  you  claim. 

Mr.  Scheuer.  They  make  available  whatever  they  feel— the  War 
Food  Administration  or  the  War  Production  Board  feels  is  justified 
under  the  circumstances  and  in  the  light  of  the  over-all  requirements. 
Mr.  Sourwine.  Then  you  do  not  finally  fix  the  quotas,  do  you? 
Mr.  Scheuer.  No;  we  are  claimants  for  lend-lease. 

Mr.  Sourwine.  You  make  your  claims? 

Air.  Scheuer.  Yes. 

Mr.  Sourwine.  Have  they  ever  cut  you  down? 

Mr.  Scheuer.  I am  not  familiar  with  this  particular  quota.  They 

do  usually  cut  us  down.  There  is  usually  a claim 

Mr.  Sourwine.  The  amounts  which  go  to  lend-lease  are  arrived  at 

differently  with  different  nations,  are  they  not,  sir? 

Mr.  Scheuer.  There  are  different  considerations  entermg  mto  it. 
It  might  be  shipping;  it  might  be  that  some  other  commodity  is  more 
easily  accessible 

Mr.  Sourwine.  What  I am  getting  at,  for  instance,  the  amount 
that  goes  to  Russia  on  lend-lease  is  fixed  by  protocol,  is  it  not? 

Air.  Scheuer.  Yes,  sir. 

Mr.  Sourwine.  Is  there  any  similar  protocol  govermng  the  amount 
which  goes  to  Great  Britain? 

Mr.  Scheuer.  There  is  not.  , . , , 

Air.  Sourwine.  So  that  there  is  a different  basis  there  for  naming 
the  Russian  protocol,  fixing  the  amiual  amount  in  gallons,  short  tons, 
or  some  other  measure,  whether  they  merely  tell  us  to  furnish  a per- 
centage of  their  production 

Air.  Scheuer.  I will  be  very  glad  to  try  to  answer  that  off  the 

record.  , . , - i 

Mr.  Sourwine.  Will  you  include  in  that  answer,  sir,  the  amounts, 

if  amounts  were  fixed,  which  are  set  by  protocol  for  the  year  1943 
and  for  the  year  1944. 

Mr.  Scheuer.  Glad  to. 

Air.  Blau.  Off  the  record. 

(Discussion  off  the  record.) 


Mr.  Blau.  The  information  requested  is  cojifidential  and  will  be 
supplied  for  the  confidential  use  of  the  committee. 

Mr.  SouRWiNE.  All  right.  Let  us  kiiow,  also,  if  you  will,  whether 
the  Russian  protocol  is  on  the  basis  of  the  calendar  year  or  the  fiscal 
year. 

Mr.  ScHEUER.  Yes,  sir. 

The  Russian  protocol  is  on  the  basis  of  the  fiscal  year. 

Mr.  SouRWiNE.  Do  you  know,  sir,  whether  England  has  idle  alcohol 
facilities,  that  is,  facilities  for  the  production  of  alcohol  which  are  not 
now  being  used? 

Mr.  ScHEUER.  I am  not  informed.  We  can  get  you  that  informa- 
tion. 

(The  witness  subsequently  furnished  the  following  statement.) 

Whisky  distilling  facilities  are  not  being  used  for  the  production  of 
industrial  alcohol  but  are  being  used  for  the  storage  of  grain.* 

Mr.  SouRWiNE.  I believe  we  would  like  to  have  it,  sir. 

And  also  whether  any  other  of  the  nations  of  the  British  Common- 
wealth have  idle  alcohol  facilities  insofar  as  you  are  advised. 

Mr.  ScHEUER.  Yes,  sir.  (The  witness  subsequently  furnished  the 
following  statement.) 

So.me  facilities  in  Australia  are  id  e because  the  output  is  not 
necessar3’^  to  meet  Australian  needs. 

Mr.  SouRwiNE.  We  are  sending,  as  I understand  it,  lend-lease 
alcohol  to  both  Russia  and  Great  Britain,  is  that  correct? 

Mr.  ScHEUER.  We  have  sent  alcohol  to  Great  Britain  heretofore. 
I believe  new  arrangements  have  been  made.  The  British  are  pro- 
ducing their  own  alcohol.  Defense  Supplies  Corporation  is  selling 
them  some  Cuban  invert  molasses  for  cash. 

Mr.  SouRwiNE.  Is  it  not  a fact  that  in  the  first  quarter  of  this  year 
we  made  substantial  shipments  of  lend-lease  alcohol  to  Great  Britain? 

Mr.  ScHEUER.  That  is  correct. 

Mr.  SouRWTNE.  And  I believe  it  was  testified  here  the  other  day 
that  those  shipments  were  considered  as  part  of  our  commitment  to 
Russia  and  were  to  replace  alcohol  which  Great  Britain  had  previously 
furnished  to  Russia,  is  that  right? 

Mr.  ScHEUER.  I am  not  acquainted  with  that.  I cannot  say  as  to 

that.  I can  get  that  information. 

Mr.  SouRWiNE.  Is  it  not  true  that  last  year  we  sent  substantial 
quantities  of  alcohol  both  to  Great  Britain  and  Russia? 

Mr.  ScHEUER.  Correct. 

Mr.  SouRWiNE.  So  that  if  Russia  in  the  last  year  received  alcohol 
from  Great  Britain,  it  was  in  effect  merely  a transfer  from  Great 
Britain  to  Russia  of  alcohol  that  we  had  lend-leased  to  Great  Britain? 

Mr.  ScHEUER.  We  are  also  selling  molasses  to  Great  Britain  for 
distillation. 

Mr.  SouRwiNE.  But  we  sent  Great  Britain  alcohol  last  year. 

Mr.  ScHEUER.  Yes;  that  is  right. 

Mr.  SouRWiNE.  And  Great  Britain  presumably  sent  some  alcohol 
to  Russia,  less  than  we  sent  Great  Britain. 

Mr.  ScHEUER.  Yes. 

Mr.  SouRWiNE.  We  are  this  year  shipping  alcohol  to  Great  Britain 
to  replace  the  alcohol  which  she  sent  to  Russia  last  year. 


* In  addition,  it  is  estimated  that  30  percent  of  the  industrial  alcohol  facilities  in  the  United  Kingdom 
are  idle  because  of  lack  of  material  and  manpower  and  because  of  the  fact  that  this  distilling  capacity  is 
not  needed  to  meet  British  needs. 
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Mr.  ScHEUER.  Well,  I only  can  conjecture  that  is  a matter  of 

action  in  the  interest  of  the  United  Nations.  . . 

Mr.  SouRWiNE.  Would  you  say,  perhaps,  that  it  is  a matter  of 

bookkeeping?  , , . , * 

Mr.  ScHEUER.  No;  I think  it  is  based  on  considerations  that  enter 

into  the  over-all  picture.  i u i r«  . 

Mr.  SouRWiNE.  I am  just  wondering  how,  if  the  alcohol  Great 

Britain  furnished  to  Russia  was  part  of  the  alcohol  which  we  have 

furnished  to  Great  Britain,  Great  Britain  now  has  a claim  upon  us  to 

replace  that  alcohol.  , , . t,  • i-i  t 

Mr  ScHEUER.  I don’t  know  that  that  is  a fact.  It  is  possible,  as  i 

have  already  mentioned,  that  sliipping  considerations  would  enter 
into  it.  We  might  have  asked  the  British  to  take  a part  of  the  proto- 
col  over  at  that  time,  by  reason  of  shipping  considerations. 

Mr.  SouRWiNE.  Mr.  Scheuer,  who  determines  the  essentiality  to 
war  use  of  the  alcohol  or  any  other  commodity  which  is  lend-leased 
to  a foreign  nation? 

Mr.  Scheuer.  The  essentiality  for  what  purpose.' 

Mr.  SouRwiNE.  For  war  use. 

Mr.  Scheuer.  Well,  we  have  a clearance  machmeiy  which  passes 
upon  the  requests  that  are  made  for  lend-lease  account. 

Mr.  SouRWiNB.  Well,  yes,  but  is  any  attempt  made  to  review  the 
claims  from  a foreign  nation  that  a certain  amount  of  alcohol,  let  us 
say,  is  necessaiy  for  war  use,  or  do  you  take  their  word  for  it? 

Mr.  Scheuer.  Oh,  it  is  very  carefully  screened  in  the  Foreign 
Economic  Administration  and  reviewed  and  altered  from  time  to 
time.  Many  collateral  considerations  outside  of  the  commodity  itself 
influence  that.  Cuban  sugar,  for  instance,  is  being  bought  this  year 
by  the  British  direct,  and  heretofore  we  supplied  it  on  lend-lease. 
Mr.  SouRWiNE.  Do  you  ever  cut  them  down  on  their  requests? 
Mr!  Scheuer.  I should  say  so.  We  are  not  veiy  popular  sometimes. 
Mr.  SouRWiNE.  So  that  they  must  then,  on  occasion,  ask  for  more 

than  you  think  they  actually  need? 

Mr.  Scheuer.  Well,  the  test  may  be  quantity,  or  the  item  itself, 
as  to  its  lend-lease  ability,  or  considerations  the  Treasury  may  have 
in  mind,  or  other  agencies  of  government.  . 

Mr.  SouRwiNE.  Let  us  talk  about  alcohol,  because  there  is  no 

question  of  its  lend-lease  ability.  , , , i i i r 

Senator  Ferguson.  Do  you  ever  give  any  lend-lease  alcohol  for 

beverage  purposes? 

Mr.  Scheuer.  No. 

Senator  Ferguson.  Have  you  ever  been  requested.' 

Mr.  Scheuer.  No. 

Senator  Ferguson.  Do  you  know  whether  any  of  it  has  ever  been 

diverted  to  beverage  purposes?  _ 

Mr  Scheuer.  I would  be  willing  to  say  certamly  not. 

Senator  Ferguson.  All  right,  but  we  do  ship  it  in  a state  that  it 

could  be  used  for  that  purpose? 

Mr.  Scheuer.  Oh,  yes;  it  could  be  used. 

Mr.  SouRWiNE.  Mr.  Scheuer,  do  we  have  at  the  present  tune  a 
contract  with  Canada  for  the  delivery  to  us  of  industrial  alcohol? 

Mr.  Scheuer.  Defense  Supplies  has. 

Mr.  SouRWiNE.  Defense  Supplies  has? 

Mr.  Scheuer.  Yes;  and  you  can  get  all  the  facts  on  that. 
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Mr.  SouRWiNE.  All  right,  sir.  And  the  same  would  be  true  in 
regard  to  the  contract  we  had  last  year? 

Mr.  ScHEUER.  That  is  so;  they  do  it  as  our  agents. 

Mr.  SouRWiNE.  If  they  do  it  as  your  agents,  are  you  familiar  with 
the  terms  of  those  contracts? 

Mr.  ScHEUER.  Yes;  I am  not  personally,  but  I can  get  them. 

Mr.  SouRWiNE.  You  prefer  that  we  get  that  from  Mr.  Sabin  who 
will  be  here  this  morning? 

Mr.  ScHEUER.  Yes. 

- Mr.-SouRwiNE.  All  right,  sir.  Do  you  know  whether  Cuba  has 
delivere^l  any  alcohol  to  us  this  year? 

Mr.  ScHEUER.  Not  yet. 

Mr.  SouRWiNE.  Either  imder  the  old  contract  or  under  the  present 
contract? 

Mr.  ScHEUER.  The  current  contract  is  the  only  contract. 

Senator  Ferguson.  You  are  talking  about  the  calendar  year. 

The  Chairm.\n.  The  answer  is  “No.”  I am  looking  back— — 

Senator  Ferguson.  The  witness  understands  we  are  using  the 
words  “calendar  year”? 

Mr.  Scheuer.  The  calendar  year;  yes. 

Mr.  SouRwiNE.  Do  you  know  anything  about  Cuba’s  alcohol 

production  capacity,  Mr.  Scheuer? 

Mr.  Scheuer.  Well,  we  are  not  able  to  get  any  exact  figures  on  that. 
Those  that  were  given  to  us  vary  so  much  on  different  authorities  that 
I would  not  credit  them  with  being  dependable. 

The  Chairman.  Wliat  can  you  give  us  as  being  reasonably 
dependable? 

Mr.  Scheuer.  I think  it  can  be  said  in  our  judgment  that  the 
production  capacity  would  be  about  75,000,000  gallons,  190  proof. 

The  Chairman.  Of  which  we  are  taking  14,  when  the  14  come  in. 

Mr.  Scheuer.  I think  we  are  taking  twelve  five  under  the  contract 
with  an  option  to  another  eight  which  would  be  twenty  million  five. 
Under  our  arrangements  they  have  the  right  to  use  85,000,000  gallons 
of  molasses  for  their  carburente,  which  is  also  190  proof  alcohol,  or 
close  to  it. 

The  Chairman.  IMiat  does  that  word  mean? 

Mr.  Scheuer.  It  is  fuel  for  industrial  purposes,  a substitute  for 
gasoline;  they  run  their  automobiles,  probably  90  percent,  on  this  fuel. 

Mr.  Sourwine.  While  we  are  on  that  subject,  do  you  have  any 
knowledge  of  the  amount  of  alcohol  consumed  as  motor  fuel  by  Cuba 
in  the  calendar  year  1943? 

Mr.  Scheuer.  No;  hut  I might  say  that  they  originally— their 
price-control  people  originally  calculated  that  they  would  require 
100,000,000  of  this  carburente  for  domestic  fuel. 

Mr.  Sourwine.  Is  that  fuel  or  alcohol? 

Mr.  Scheuer.  I am  talking  about  the  blackstrap,  necessary  to 
convert  into  alcohol,  and  we  finally  brought  it  down  to  85  maximum. 

Mr.  Sourwine.  That  is  85,000,000  gallons  of  blackstrap,  not 
alcohol. 

Mr.  Scheuer.  That  is  right. 

The  Ch.airman.  How  much  fuel  does  that  make? 

Air.  Scheuer.  It  is  85  divided  by  2.7. 

Mr.  Sourwine.  That  would  be  something  in  excess  of  25,000,000 
gallons. 


! 


9 


LIQUOR  INDUSTRY  771 

Mr.  Scheuer.  That  is  right. 

Mr.  Sourwine.  But  you  have  no  knowledge  of  the  amount  used 
last  year? 

Mr.  Scheuer.  Well,  after  very,  very  careful  study,  they  came 
hack  to  us  and  said  that  would  be  their  requirements. 

Air.  Sourwine.  Is  it  your  thought  that  the  amount  carried  as 
requirements  for  carburente  this  year  is  based  upon  the  actual  amoimt 
they  used  for  motor  fuel  last  year? 

Air.  Scheuer.  I would  say  it  was  a generous  figure  for  the  reason 
in  the  first  place  that  they  expected  a larger  sugar  crop.  After  all, 
their  whole  economy  is  dependent  upon  this  fuel,  theii’  industrial 
•economy  really  is  dependent  upon  it.  It  is  necessary  for  securing 
the  sugar  crop. 

Air.  Sourwine.  I have  a figure  here  which  was  furnished  by  the 
Petroleum  Administrator  for  War.  I believe  it  might  be  well  to 
read  it  into  the  record. 

The  Chairman.  Read  it  into  the  record. 

Air.  Sourwine.  It  concerns  consumption  of  alcohol  as  motor  fuel 
hy  Cuba  during  1943.  This  is  listed  by  months,  and  the  total  is 
181,030  barrels,  or  7,603,260  gallons.  That  is  a far  cry 

The  Chairman  (interposing).  That  is  gallons  of  what? 

Air.  Sourwine.  Gallons  of  alcohol  which  was  consumed  as  motor 
fuel  for  carburente. 

The  Chairman.  In  1943? 

Air.  Sourwine.  Yes,  sir.  That  is  a far  cry  from  25,000,000  gallons. 

Mr.  Scheuer.  You  realize  we  get  anything  they  don’t  use  under  the 
■contract  in  the  form  of  blackstrap  molasses,  so  that  if  they  don’t 
actually  use  that  it  wuU  be  to  their  interest. 

Mr.  Sourwine.  It  would  be  if  they  still  got  it.  In  other  words,  we 
might  get  substantially  more  than  merely  65,000,000  gallons? 

Mr.  Scheuer.  I would  think  so.  We  are  to  be  advised,  according 
to  the  terms  of  the  contract— most  of  these  things  do  not  work  out 
exactly — on  May  1 as  to  how  much  they  expected  to  have  in  alcohol. 

Air.  Sourwine.  They  have  not  advised  you  yet? 

Air.  Scheuer.  June  1,  I beg  your  pardon. 

Air.  Sourwine.  Do  you  think  we  will  get  that  alcohol  this  year, 
Mr.  Scheuer? 

Air.  Scheuer.  This  crop  year  I think  ive  will  get  twelve  million 
five,  this  crop  year. 

Air.  Sourwine.  How  about  this  calendar  year? 

Air.  Scheuer.  I think  we  will;  yes. 

Mr.  Sourwine.  Do  you  think  we  will  get  more  than  twelve  mulion 
five? 

Air.  Scheuer.  I think  there  is  a good  chance. 

Air.  Sourwine.  How  much  more? 

Mr.  Scheuer.  Well,  I think  there  is  every  likeliliood  that  we  will 
get  20,000,000. 

Air.  Sourwine.  This  year? 

Mr.  Scheuer.  Yes. 

Mr.  Sourwine.  This  calendar  year? 

Mr.  Scheuer.  Yes. 

Air.  Sourwine.  You  would  consider  it  a very  serious  underestimate 
then,  if  some  contend  that  the  maximum  we  would  receive  from  Cuba 
during  this  calendar  year  was  not  more  than  9,000,000  gallons? 


772 


LIQUOR  INDUSTRY 


Mr.  ScHEUER.  I would,  with  such  information  as  I have  now. 

Mr.  SouRwiNE.  You  are  in  a very  gocd  spot  to  have  information 
upon  that,  sir. 

Mr.  ScHEUER.  Well,  the  Cuban  alcohol  industry  is  now  being  reor- 
ganized into  a consolidated  whole. 

Mr.  SouRWiNE.  If  you  will  teU  us  who  has  better  information  on  this 
subject  than  you  have,  we  will  get  him  down  here. 

Mr.  ScHEUER.  I don’t  think  that  is  the  issue.  As  to  information, 

I don’t  tliink  there  is  any  positive  information  on  this. 

Senator  Ferguson.  But  you  feel  reasonably  certain? 

Mr.  ScHEUER.  Yes.  i 

Mr.  SouRWiNE.  It  is  a matter  of  judgment.  We  think  you  are  a 
qualified  witness. 

Mr.  ScHEUER.  I would  stand  by  that  judgment. 

Senator  Ferguson.  Does  Cuba  export  to  any  other  country  any 
alcohol? 

Mr.  ScHEUER.  Any  beverage? 

Senator  Ferguson.  Any  alcohol. 

Mr.  ScHEUER.  Not  industrial,  to  the  best  of  my  knowledge. 

Senator  Ferguson.  Any  beverage? 

Mr.  Scheuer.  Any  beverage?  I think  they  have  some  small  mar- 
kets. It  is  very  insignificant. 

Senator  Ferguson.  Doesn’t  she  send  any  to  England? 

klr.  Scheuer.  Yes,  they  did.  I would  say  that  they  recently  sold 
a small  amount  to  the  British. 

Senator  Ferguson.  Do  they  send  any  to  Canada? 

Mr.  Scheuer.  No  industrial  alcohol.  I doubt  if  they  sent  any  ' 
beverage  alcohol.  They  did  in  the  past,  I think,  very  little.  . 

Mr.  SouRWiNE.  Mr.  Scheuer,  there  is  no  (juestion  in  your  mind,  is 
there,  that  because  of  the  amount  of  blackstrap  that  Cuba  is  com- 
mitted to  furnish,  she  will  have  productive  capacity  that  she  will  be 
unable  to  use? 

Mr.  Scheuer.  Yes,  I think  that  is  a fact.  /T  , 

Mr.  SouRwiNE.  Then,  on  the  basis  of  a production  capacity  of 
75,000,000,  which  you  have  named  as  a safe  figure — — 

Mr.  Scheuer.  That  is  right.  /i  . ' 

Mr.  Sour  wine.  That  would  take  just  about  her  normal  full  crop. 

Mr.  Scheuer.  Yes. 

Mr.  SouRWiNE.  And  that  is  taking  65,000,000  gallons  minimum, 
and  probably  substantially  more,  of  molasses,  and  Cuba  will  have 
unused  capacity  then. 

Mr.  Scheuer.  Yes,  I think  so. 

Mr.  SouRWiNE.  So  that  even  with  the  present  pro^pjCPfs  for  sharply 
increased  crop  in  Cuba  over  the  estimates,  she  will  have  capacity  to 
process  all  of  that  increase? 

Mr.  Scheuer.  It  would  seem  so;  yes. 

You  realize  that  the  quantity  that  we  purchased  and  that  we  talked 
about  down  there  was  figured  around  the  amount  that  could  be  moved 
considering  the  physical  problems  of  storage.  Alost  of  their  dis- 
tilleries were  built  with  inadequate  storage  facilities  and  then  there  is 
the  question  of  tankage.  They  had  1,200  tank  cars  down  there,  as  I 
recall  it,  to  move  that  molasses  and  all  this  carburente  and  get  it  in 
and  out  of  port.  We  were  not  in  a position  to  increase  those  facilities 
or  build  those  cars  at  this  time. 
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Air.  SouRWiNE.  As  a matter  of  fact,  you  have  a good  deal  of  mo- 
lasses owned  by  the  Defense  Supplies  Corporation  in  storage  in  Cuba 
at  the  present  time,  have  you  not? 

Mr.  Scheuer.  I believe  so. 

Mr.  SouRWiNE.  Waiting  to  be  moved  up  here,  something  over 

200,000 

Mr.  Scheuer.  Well,  you  better  ask  the  exact  figures 

• Mr.  SouRWiNE.  We  will  ask  Air.  Sabin  about  that. 

Can  you  tell  us,  sir,  what  the  alcohol  that  is  lend-leased  to  Russia  is 

used  for? 

Mr.  Scheuer.  What  the  alcohol  is  used  for? 

Mr.  SouRWiNE.  Yes,  sir. 

Mr.  Scheuer.  I have  no  accurate  knowledge  on  that.  I could 
make  a statement  that  it  was  not  to  be  used  for  beverage  purposes. 

Mr.  Sourwine.  Yes;  I understand  that;  but  do  you  have  any 
knowledge  whether  they  use  it  for  rubber,  or  whether  they  use  it  for 
munitions,  or  whether  they  use  it  for  explosives? 

Mr.  Scheuer.  I would  think  that  all  of  those  would  be  included  in 
their  requirements.  I think  you  are  probably  famihar  that  the 
Russians  do  not  reveal  their  entire  detail 

Senator  Ferguson.  In  other  words,  when  they  ask  us  for  lend-lease, 
they  do  not  tell  us  what  they  are  going  to  use  it  for. 

Mr.  Scheuer.  Not  in  the  detail  that  Britain  does. 

Air.  Sourwine.  I understood  you  to  say  earlier,  Mr.  Scheuer,  that 
these  Russian  requirements,  like  all  others,  were  closely  scrutinized, 
and  you  even  cut  them  back  if  you  determined  that  they  were  asking 
for  more  than  they  needed. 

Air.  Scheuer.  That  is  on  the  basis  of  protocol,  once  the  protocol 
is  settled,  that  becomes  an  international  commitment. 

Air.  Sourwine.  In  setting  up  the  protocol,  whatever  the  negotia- 
tion, if  that  is  the  right  word  to  use  for  protocol,  there  must  have  been 
some  conversation  about  what  it  was  to  be  used  for. 

Mr.  Scheuer.  Yes;  I would  be  glad  to  have  the  person  who 
handles  that.  General  Wesson,  or  one  of  the  members  of  the  staff, 
up  here  and  give  you  such  information  as  you  may  want  on  that 
particular  point. 

Air.  Sourwine.  Well,  we  have  had  some  information  on  that 
subject  placed  in  the  record,  sir,  but  there  was  a little  argument  about 

• it  when  Dr.  Wliitman  was  up  here  the  other  day.  That  is  why  I was 
asking  you  about  it  again  today. 

It  was  Dr.  Whitman’s  impression,  to  be  quite  frank  with  you,  that 
the  Russian  use  for  this  alcohol  was  to  make  rubber.  We  had  a letter 
from  Air.  Oscar  Cox  stating  that  the  alcohol  furnished  to  the  Soviet 
Union  is  to  be  used  m the  manufacture  of  explosives  and  other  muni- 
tions, and  I thought  perhaps  we  could  resolve  that  apparent  conflict 
by  some  knowledge  that  you  had. 

Mr.  Scheuer.  Well,  I would  rather  depend  on  Oscar  Cox’s  state- 
ment. I take  it  that  he  checked  it  and  found  that  to  be  a fact.  But, 
we  can  get  you  a further  check  on  it. 

Senator  Ferguson.  Do  you  know  whether  Russia  uses  any  .of 
her  own  facilities  to  manufacture  alcohol  for  beverage  purposes? 

Air.  Scheuer.  I suspect  she  does;  yes. 

Senator  Ferguson.  Do  you  know  whether  Great  Britain  uses  any 
of  her  own  facilities  to  manufacture  alcohol  for  beverage  purposes? 
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Mr.  ScHEUER.  I think  she  does,  yes. 

Senator  Ferguson.  And  the  same  is  true  of  Canada? 

Mr.  ScHEUER.  Canada ; I know  they  do. 

Mr.  Bl.\u.  The  Canadians  had  a short  liquor  holiday  last  year. 

Senator  Fergusqn.  What  about  England? 

Mr.  Blau.  The  United  Kingdom  is  not  producing  any  whisky. 
It  is,  however,  producing  gin  under  regulations  which  limit  the  annual 
production  to  the  amount  produced  in  the  12  months  ending  August 
31,  1939. 

Senator  Ferguson.  So  that  that  be  an  exact  question — we  do  not 
use  our  facilities  for  manufacturing  for  beverage  purposes. 

Mr.  Blau.  Canada  does  not  normally,  but  there  was  a short 
period — I think  it  was  3 weeks — when  they  did  last  year. 

Senator  Ferguson.  Would  not  3 weeks  take  care  of  the  situation 
here  in  America? 

Mr.  Blau.  I am  not  an  expert  on  that,  sir. 

Mr.  SouRwiNE.  Mr.  Chairman,  I am  not  going  to  read  it,  because 
it  is  a little  lengthy,  but  for  the  record  I offer  a statement  furnished 
by  the  Secretary  of  State,  including  several  reports  from  diplomatic 
sources  concerning  the  productive  capacity  of  Cuba  for  alcohol. 

The  Chairman.  Very  well. 

Mr.  SouRWiNE.  And  the  Secretary’s  letter  accompanying  the 
statement. 

(The  letter  and  accompanying  statement  are  as  follows:) 


Department  of  State, 

Washington^  March  16^  1944^ 

Mr.  J.  G.  SouRWiNE, 

Counsel^  Committee  on  the  Judiciary^ 

Lnited  States  Senate. 

My  Dear  Mr.  Sourwine:  In  further  reference  to  your  letter  of  March  2,  1944, 
and  to  the  Department's  reply,  I take  pleasure  in  transmitting  herewith  a memo- 
randum relative  to  the  development  of  the  Cuban  distilling  industry  in  1942  and 
1943. 

Reports  and  extracts  of  reports  from  the  United  States  Embassy  at  Habana 
form  the  bas^is  of  the  memorandum  which  has  been  prepared,  for  the  convenience 
of  the  committee,  with  a view  to  the  elimination  of  extraneous  and  unnecessary 
material. 

Complete  and  final  Cuban  Government  statistics  concerning  the  1942  and  1943 
trade  between  the  United  States  and  Cuba  in  products  of  the  Cuban  distilling 
industry,  unfortunately,  are  not  yet  available  in  this  Department.  It  occurs  to 
me  that  the  Committee  may  find  "the  statistics  of  the  Department  of  the  Treasury 
of  assistance  in  this  connection. 

The  Foreign  Economic  Administration  is  completing  arrangements  for  the  pur- 
chase of  Cuba’s  1944  exportable  surplus  of  blackstrap  molasses  and  industrial 
alcohol.  Arrangements  are  likewise  being  made  to  control  the  movement  of 
Cuban  alcoholic  beverages  to  the  United  States. 

The  Bureau  of  the  Budget  has  indicated  that  there  is  no  objection  to  the  sub- 
mission of  this  letter  to  the  committee. 

Sincerely  yours, 

Cordell  Hull, 

Memorandum 


1,  Report  from  American  Embassy  of  October  9,  194^. 

According  to  the  findings  of  representatives  of  United  States  governmental 
agencies  in  which  the  Embassy  concurs,  it  appears  unlikely  that  Cuba  will  have 
an  exportable  alcohol  surplus  as  domestic  production,  in  view  of  the  increased 
demand  for  alcohol  for  motor  fuel,  will  probably  be  sufficient  only  for  local  con- 
sumption requirements.  This  opinion  is  shared  by  the  Cuban  Price  Control 
Office  which  issued  a press  statement  on  October  7 to  the  effect  that  studies  made 
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by  its  technical  experts  reveal  that  Cuba  will  not  be  able  to  export  alcohol  for 

the  time  being.  . . ■ . i.  u 

In  spite  of  the  foregoing,  representatives  of  local  distilleries  insist  that  they 

could  export  substantial  quantities  of  industrial  alcohol  provided  they  were 
furnished  with  the  fuel  oil,  sulphuric  acid,  and  ammonium  sulphate  required  to 
enable  the  distilleries  to  reach  their  estimated  maximum  production  capacity  of 

30,000,000  gallons  per  annum.  In  view  of  their  insistence,  it  was  suggested  that 
they  submit  the  matter  to  the  appropriate  agencies  of  the  Cuban  Government 
(including  the  O.  R.  P.  A. ; the  price  control  office)  and  if,  as  a result  of  the  ensuing 
deliberations  it  were  found  that  an  exportable  alcohol  surplus  were  available,  the 
Cuban  Government  notify  the  American  Embassy  to  that  effect.  It  was  further 
suggested  that  in  such  an  official  notification  the  Cuban  Government  should  set 
forth  the  quantity  of  alcohol  available  for  exportation;  the  price  at  which  it  was 
offered  for  sale;  the  possible  dato  of  shipment;  the  port  or  ports  from  which  ship- 
ment would  be  made:  and  the  additional  quantities  of  fuel  oil,  etc.,  which  would  be 
required  in  order  to  increase  Cuban  alcohol  production  to  the  extent  necessary  to 
make  the  proposed  exportations  possible. 

The  distillers  w^ere  informed  that  such  an  official  offer,  if  received,  would  be 
given  careful  consideration  but  that  even  if  all  other  conditions  were  satisfactory 
there  was,  of  course,  no  assurance  that  the  required  additional  quantities  of  fuel 
oil  and  chemicals  could  be  allocated  to  Cuba. 

2.  Report  ft  om  American  Embassy  of  May  21 1 1943, 

I have  the  honor  to  report  that,  according  to  an  open  letter  recently  published 
in  the  local  press,  the  National  Association  of  Alcohol  Distillers  (Agrupacion 
Nacional  de  Destiladores  de  Alcohol)  estimates  that  Cuban  alcohol  production 
will  reach  8,000,000  liters  during  May  1943  (not  including  cane  brandy  for  bever- 
age purposes),  as  against  only  1,350,000  liters  per  month  during  the  early  part 

The  purpose  of  the  association's  letter  is  to  congratulate  Ingemero  Carlos 
Hevia,  Director  of  the  O.  R.  P.  A.,  for  his  successful  efforts  to  increase  alcohol 
production  in  Cuba.  It  is  interesting  to  note  that  of  the  estimated  production 
for  May  1943,  approximately  5,400,000  liters  (about  1,250,000  gallons)  will, 
according  to  the  association,  "be  used  during  that  month  in  the  manufacture  of 
motor  fuel  (carburante),  for  local  Cuban  use. 

It  will  be  recalled  in  connection  with  the  foregoing  that  w'hereas,  according  to 
estimates  furnished  by  the  Association  at  the  time,  Cuba’s  alcohol  production 
capacity  under  optimum  conditions  was  placed  at  approximately  11,000,000  liters 
per  month,  representatives  of  United  States  agencies  estimated  that  the  maximum 
monthly _praduction  would  probably  not  exceed  about  8,700,000  liters. 

3.  Report  from  American  Embassy  of  August  13,  1943, 

The  situation  has  improved  materially  since  the  visit  to  Cuba  last  year  of  rep- 
resentatives of  the  United  States  Government  agencies  to  investigate  the  possibili- 
ties of  purchasing  Cuban  industrial  alcohol  for  our  Government.  Local  alcohol 
production  has  since  increased  steadily  and  it  is  estimated  that  by  September  of 
this  year  Cuban  distilleries  wall  be  producing  at  an  annual  rate  of  roughly  35,- 
000,000  gallons,  at  which  rate,  according  to  Ingeniero  Carlos  Hevia,  the  head  of 
the  O.  R.  P.  A.,  Cuba’s  annual  exportable  alcohol  surplus  would  amount  to  10,- 
000,000  gallons. 

4.  Memorandum  prepared  in  American  Embassy  on  October  28,  1943, 

Present  Cuban  alcohol  and  molasses  situation. — According  to  the  Cuban  Sugar 
Stabilization  Institute,  blackstrap-molasses  production  during  the  1943  crop 
wnounted  to  140,792,000  gallons,  or  an  average  of  49.6  gallons  of  blackstrap  per 
one  long  Spanish  ton  of  sugar  produced  during  the  1943  sugar  crop.  This  is 
slightly  higher  than  the  average  during  the  5-year  period  1938-42,  which  amounted 
to  48.445  gallons  per  1 long  Spanish  ton  of  sugar  produced. 

On  the  basis  of  the  above  average  yields,  production  during  1944  will  total  from 

180.000. 000  to  184,000,000  gallons  of  blackstrap.  (Some  estimates  run  as  high  as 

190.000. 000  gallons.)  ^ ^ „ 

Out  of  1943  production,  18,000,000  gallons,  borrow'ed  during  1942  for  carbu- 
rante,” were  returned  to  Defense  Supplies  Corporation  while  a quota  of  75,000,000 
gallons  was  set  up  for  local  distillers.  The  distillers  were  recently  granted  an  ad- 
ditional quota  of  35,000,000  gallons  for  the  last  quarter  of  1943.  Although  the 
decree  granting  this  quota  has  not  as  yet  been  promulgated  in  the  Official  Gazette, 
distillers  are  reportedly  now  drawing  against  this  additional  quota.  According  to 
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present  indications  the  amount  of  1943  blackstrap  remaining  on  hand  on  January 
1,  1944,  will  therefore  not  exceed  from  10.000,000  to  12,000.000  gallons. 

On  the  basis  of  the  above  calculations  the  amotint  of  blackstrap  available  for 
1944  will  amount  to  from  190,000,000  to  196,000,000  gallons. 

Cuban  alcohol  distilleries  are  now  producing  monthly  from  10,000,000  to  12,- 
000,000  liters  of  alcohol  and  aguardiente  for  which  they  are  using  approximately 

8.000. 000  to  9,000,000  gallons  of  blackstrap. 

Alcohol  production  is  increasing  rapidly,  however.  While  in  September  1942 
total  production  capacity  was  estimated  at  only  27,000,000  gallons  per  annum, 
present  capacity  is  resportedly  44,000,000  gallons  of  alcohol  per  annum. 

The  Habana  newspaper  El  Mundo,  in  an  article  published  in  this  morning’s 
edition,  estimates  that  alcohol-production  capacity  will  have  been  expanded  to 

88.000. 000  gallons  per  annum  by  next  year. 

The  distilleries  which  Cia.  Atlantico  del  Golfo  is  constructing  will  produce,  it  is 
claimed,  about  10,000,000  gallons  of  industrial  alcohol.  Ten  distilleries  which  are 
now  under  construction  and  which  expect  soon  to  he  in  production  will  add  another 

20.000. 000  gallons  annually  to  Cuba’s  distilling  capacity.  Total  production 
capacity  therefore  of  distilleries  now  in  operation  or  under  construction  amounts 
to  74,000,000  gallons  per  annum. 

If  alcohol  production  during  1944  reaches  the  88,000,000  gallons,  estimated  by 
El  Mundo,  Cuban  distillers,  on  the  basis  of  2.7  gallons  of  blackstrap?  per  gallon  of 
alcohol  produced,  will  require  about  237,500,000  gallons  of  blackstrap,  or  more 
than  the  entire  amount  thereof  which  will  be  available  in  1944. 

Present  capacity  plus  capacity  actually  under  construction  and  which  -will 
expectedly  be  in  production  shortly  will  require  about  200,000,000  gallons  of 
blackstrap  per  annum.  Therefore,  even  though  some  of  the  distilleries  mentioned 
in  the  El  Mundo  article  are  still  in  the  project  stage,  present  indications  are  that 
Cuba  can  consume  locally  her  entire  1944  blackstrap  production  plus  any  carry- 
over at  the  end  of  1943. 

Under  present  conditions  there  appears  to  be  no  limit  to  the  amount  of  gin  and 
rum  which  Cuba  can  export  to  the  United  States.  During  the  first  10  months  of 
1943  exports  of  rum  and  gin  totaled  approximately  7,§QO,000.  gallons,  about 
two-thirds  of  which  consisted  of  gin.  The  peak  of  this  movement  was  reached 
in  July  and  August,  when  1,350,000  and  1,600,000  gallons,  respectively,  were 
exported.  There  was  a lag  in  gin  shipments  during  September  and  October 
possibly  in  anticipation  of  an  increase  in  our  gin  ceiling  price. 

On  the  basis  of  almost  50-percent  alcohol  content  per  gallon  of  liquor,  the  above 
figures  indicate  that  about  3,750,000  gallons  of  alcohol  were  exported  in  the  form 
of  spiritous  liquors  during  the  first  10  months  of  1943. 

Mr.  SouRwiNE.  Mr.  Scheuer,  we  had 

Tlie  Chairman.  Before  you  go  into  that,  are  you  going  into  another 
topic  now? 

Mr.  SouRwiNE.  Yes,  Senator. 

The  Chairman.  I should  like  to  ask  one  or  two  questions  of  Mr. 
Scheuer. 

As  alcohol  was  produced  in  the  United  States,  or  there  was  an 
increased  production  in  the  United  States,  you  would  not  draw  on  the 
Cuban  alcohol  so  much,  would  you,  the  way  you  would  to  take  a 
certain  quota? 

Mr.  Scheuer.  We  are  bound  to  take  the  contract  quantity,  but  we 
would  still  have  a deficit,  as  I understand  it,  even  if  we  got  our  full 
quantity.  You  are  talking  about  industrial  alcohol? 

The  Chairman.  Yes;  I am  talking  about  industrial  alcohol. 

Mr.  Scheuer.  That  is  correct. 

The  Chairman.  They  ai*e  not  supposed  to  ship  any  in  here  for 
beverage  purposes  at  all,  is  that  right?  That  is  the  way  I understand 
it,  at  least. 

Mr.  Scheuer.  Within  the  quota,  Senator. 

The  Chairman.  Within  the  quota;  yes;  that  is  14.3. 

Mr.  Scheuer.  Quite  correct. 
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The  Chairman.  Now,  as  plants  are  released  here  that  have  been 
shut  down  and  distilleries  would  be  released  and  permitted  to  go 
forward,  there  would  be  a greater  quantity  of  alcohol  subject  to  the 
war  needs  here  locally,  so  that  you  would  not  be  looking  for  alcohol 
from  foreign  countries,  I take  it. 

Mr.  ScHEUBR.  If  that  situation  eases  our  directive  for  next  year 
would  be  cut. 

• The  Chairman.  Have  you  heard  within  the  last  few  days  one 

distillery  was  released  that  had  been  closed? 

Mr.  Scheuer.  I read  such  a notice  in  the  paper. 

The  Chairman,  Do  you  know  that  there  is  now  in  contemplation, 
since  the  hearings  of  this  committee,  the  release  of  other  distilleries 
that  have  been  closed  down? 

Mr.  Scheuer.  I have  no  knowledge.  You  see,  we  only  deal  with 
the  foreign,  not  the  domestic  situation. 

The  Chairman.  I thought  perhaps  there  was  sufficient  contact 
between  you  and  the  War  Production  Board  that  they  would  advise 
you,  because  the  War  Production  Board  would  release  these  plants 
to  manufacture  alcohol,  as  I understand  it. 

Mr.  Scheuer.  That  is  correct. 

Mr.  Sourwine.  During  earlier  testimony  before  this  committee  we 
had  two  sets  of  figures  on  lend-lease  shipments  during  the  first 
quarter  of  this  year.  We  had  one  figure  of  39,782  short  tons,  which 
would  be  approximately  11,500.000  gallons;  we  had  another  figure 
of  5,197,711  gallons. 

The  first  figure  was  furnished  to  us  by  Mr.  Cox  and  the  second 
figure  was  furnished  to  us  by  the  Procurement  Division  Unit.  In 
view  of  that  conflict,  sir,  will  you  do  the  committee  the  courtesy  of 
rechecking  the  figure  of  shipments  and  let  us  have  a figure  that  you 
can  certify  as  100  percent  accurate. 

Mr.  Scheuer.  I will  be  glad  to  do  it. 

(The  information  requested  is  as  follows:) 

These  figures  have  been  checked  and  are  correct.  They  were  tabulated  from 
ocean  bills  of  lading  made  available  to  Foreign  Economic  Administration. 

Mr.  .Sourwine.  It  was  stated  the  other  day  that  the  procurement 
figure  was  probably  right  and  you  were  probably  wrong.  I want 
you  to  have  an  opportunity  to  check  this. 

Mr.  Scheuer.  The  procurement  figure  was  the  Treasury  Pro- 
' curement,  I take  it. 

Mr.  Sourwine.  Yes,  sir;  and  to  give  you  the  detail  on  that 

Mr.  Scheuer.  I hope  both  of  us  are  not  wrong. 

Mr.  Sourwine.  Well,  if  you  are  both  wrong,  we  want  the  right 
figure. 

Mr.  Scheuer.  That  is  right. 

Mr.  Sourwine.  They  gave  the  amount  shipped  as  5,197,711 
gallons.  They  added  to  that  an  additional  amount  of  3,323,534 
gallons,  which  they  said  was  shipped  during  this  calendar  year  and 
under  a prior  contract,  but  even  adding  that  to  the  amount  shipped 
under  this  year’s  e,ontract,  there  is  stUl  a sharp  discrepancy  between 
your  figure  and  their  figure. 

Mr’  Scheuer.  That  is  right. 

Mr.  Sourwine.  Mr.  Scheuer,  this  chart  was  inserted  in  our  record 
and  it  was  furnished  to  us  by  Mr.  Cox.  It  was  prepared  by  the  For- 
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eign  Economic  Administration,  according  to  its  purport,  and  it  states 
that  the  figures  upon  which  it  has  been  based  were  secured  frorn  the 
War  Production  Board.  Do  you  know  now  the  date  on  which  those 

figures  were  secured?  ...r,  i 

Mr.  ScHEUER.  I have  never  seen  this,  I have  no  knowledge  about  it. 

Mr.  SouRWiNE.  Will  you  attempt  please,  to  find  out 
which  they  were  secured,  the  figures  which  are  represented  by  tM«© 

^^Mr^  Blau.  If  it  wall  help  your  present  pm-pose,  Mr.  Soim^e,  t^s 
was  prepared  early  in  January  of  this  year  on  the  basis  of  W.  r.  li. 

estimates.  ^ a*' 

Mr.  Sour  WINE.  Did  they  aid  you  in  the  preparation  7 fnaY  *• 
Mr.  Blau.  No;  they  did  not,  on  the  basis  of  their  pubhshed  esti- 
mates, confidential  published  estimates  of  sometime  in  December— 

Mr  SouRWiNE.  What  is  a confidential  pubhshed  estimate. 

Mr!  Blau.  I mean  it  is  made  available  to  people  who  are  entitled 

to  see  it. 

Mr.  SouRWiNE.  I see 

Mr.  Blau.  Sort  of  a-; — 

Mr.  SouRWiNE.  Publication  in  a legal  sense. 

Mr.  Blau.  Yes;  late  in  December,  as  revised  by  a memorandum  of 

Dr.  Whitman,  also  of  late  in  December.  j i 

Mr  SouRWiNE.  We  would  like  to  have  that  memorandum  also,  if 
we  may.  Dr.  Whitman  was  unable  to  identify  these  figures  and  ^id 
that  he  had  never  heard  of  the  chart  until  we  showed  it  to  him  I be 
same  is  true  of  Mr.  Nelson.  There  was  some  question  whether  the 
chart  represented  accurately  a situation  which  had  ever  existed.  or 
instance,  the  chart  contains  two  items  there,  I believe  one  of  them  is 
lend-lease  and  the  other  is  direct  military  requirements,  each  repre- 
sented as  8 percent  of  the  total,  and  we  were  unable  to  find,  m zp 
different  estimates  the  W.  P.  B.  had  made,  any  date  on  which  their 
estimates  had  requirements  in  those  20  categories  that  were  even 

approximately  identical.  . 

Mr.  Blau.  They  were  not  based  directly  on  any  of  those  ^timates. 

They  were  corrected  in  the  fight  of  a memorandum  of  Dr.  Whi4an«n, 

which  our  statistician  had  at  the  time. 

Mr.  SouRWiNE.  Well,  if  you  can,  give  us  that  memorandi^, 

because  the  W.  P.  B.  was  inclined  to  disown  these  figures,  and  if  they 
are  correct  and  are  based  upon  W.  P.  B.’s  figures,  we  would  like  o 

have  them.  , 1 \ 

(The  following  information  was  supplied  the  committee;) 

The  War  Production  Board  memorandum  referred  to  was 
1944,  numbered  Document  271,  and  was  entitled  “Prppss  of  the  Industoal 
Alcohol  Program.”  The  figures  contained  were  corrected  by  deducting  therefrom 
a reduction  in  the  British  requests  for  industrial  alcohol  which  was  know  to  the 
Foreign  Economic  Administration  but  was  not  reflected  m ^ar  Production  BoaM 
requirements.  The  document  in  question  was  supplied  the  Foreign  Economic 
Administration  confidentially. 

Mr.  SOURWINE.  I am  nearing  the  end  of  my  questioning  of  you 
Mr.  Scheuer,  I am  sorry  we  are  running  past  the  11  o clock  hour  at 

which  we  asked  Mr.  Sabin  to  be  here.  -x*  .q 

I would  like  to  ask  you  this;  Do  you  know  whether  we  are  committed 
to  furnishing  Russia  any  percentage  or  proportion  of  our  alcobol 
production  or  of  our  alcohol  supplies? 
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Mr.  Scheuer.  Well,  whatever  the  protocol  in  quantity  provides, 

that  is  what  we  are  committed  to. 

Mr.  SouRWiNE.  If  there  is  a percentage  it  is  a percentage  which 
comes  out  as  a result  of  mathematical  calculation;  it  is  not  a percent- 
age which  is  applied  to  reach  a total  in  pounds  or  gallons  or  tons? 

Mr.  Scheuer.  It  is  not. 

Mr.  SouRWiNE.  Can  you  tell  us,  Mr.  Scheuer,  now  much  molasses 
the  Defense  Supplies  has  purchased  or  owns  as  your  agent  in  Puerto 
Rico,  Haiti,  Santo  Domingo,  and  Cuba,  or  would  you  prefer  that  I 
ask  Mr.  Sabin  that?  , 

Mr.  Scheuer.  I think  you  can  get  that  from  Mr.  Sabin.  They  are 
not  our  agents  in  Puerto  Rico,  you  know,  since  it  is  part  of  the  United 
States. 

Mr.  SouRWiNE.  All  right,  sir. 

Mr.  Chairman,  I have  no  further  questions  to  ask  of  kir.  Scheuer. 
The  Chairman.  Thank  you,  Mr.  Scheuer. 

Mr.  Sabin,  will  you  kindly  come  forward. 

STATEMENT  OF  SAMUEL  H.  SABIN,  VICE  PRESIDENT,  DEFENSE 

SUPPLIES  CORPORATION 

The  Chairman.  Mr.  Sabin,  will  you  kindly  state  your  name  and 
your  official  position  for  the  record. 

Mr.  Sabin.  Samuel  H.  Sabin,  Vice  President,  Defense  Supplies 

Corporation.  ^ 

Mr.  SouRWiNE.  Mr.  Sabin,  for  the  convenience  of  the  reporter, 

will  you  identify  the  gentlemen  who  are  with  you? 

Mr.  Sabin.  Yes,  sir;  this  is  Mr.  A.  P.  Fenderson,  and  this  is  Mr. 
Robert  Carr,  of  the  Defense  Supplies  Corporation. 

Mr.  SouRWiNE.  So  as  to  preserve  a measure  of  continuity  here 
we  will  be  jumping  around  enough  later  on — can  you  answer  the 
question  I was  just  asking  of  Mr.  Scheuer,  as  to  the  amount  of  alcohol 
purchased  and  not  shipped?  That  is  purchased  by  the  Defense 
Supplies  Corporation  and  unshipped  in  Puerto  Rico,  Haiti,  Santo 
Domingo,  and  Cuba. 

Mr.  Sabin.  Do  you  mean  the  quantity  of  molasses? 

Mr.  SouRWiNE.  Yes,  sir. 

Mr.  Sabin.  I have  some  figures  here,  but  Puerto  Rico  wul  not  be 
given  as  you  have  asked  the  question,  Mr.  Sourwine. 

Mr.  Sourwine.  Will  you  let  us  have  them,  will  you  attempt  to 
answer  the  question. 

Mr.  Sabin.  We  purchased  a total  of  approximately  72,000,000 
gallons  of  1942-43  molasses  from  those  four  countries,  and  a total 
of  about  425,000,000  gallons  of  1944  molasses  from  those  four  coun- 
tries. 

Mr.  Sourwine.  All  purchases? 

Mr.  Sabin.  Yes,  sir;  those  purchases  starting  in  October  1943,  and 
continued  at  various  times  up  to  the  present.  . . „ 

Mr.  Sourwine.  Do  you  know  how  much  of  it  has  been  shipped,  sir? 
Mr.  Sabin.  We  have  shipped  out  of  those  totals  about  225,000,000 

^ Mr.  Sourwine.  So  that  you  have  something  less  than  300,000,000 
gallons  to  be  shipped? 

Mr.  Sabin.  Yes,  sir. 
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Mr.  SOURWINE.  That  is  a very  rough  computation. 

Mr.  S.\BiN.  Yes,  sir.  . i 

Mr.  SouRWiNE.  I am  not  good  at  mental  mathematics. 

Mr.  Sabin.  That  is  about  right. 

We  are  shipping  as  rapidly  as  tankers  become  avauaDU-. 

Mr.  SouRAViNE.  Ai-e  you  familiar,  sir,  with  the_  contracts  this  coun- 
try has  had  with  Canada  for  furmshmg  us  uidustrial  alcohol. 

loTOWiNE^’’Sn  you  tell  us  very  briefly  and  without  tech- 

niralities  wliat  the  contract  provided  for  the  year  1943. 

Mr  Sabin.  The  contract  provided  for  Canada  to  sell  to  the  Defe^e 
Supplies  Corporation  all  alcohol  available  in  Canada  not  exceeding 
approximately  9,000,000  gallons  during  the  year.  Such  alcohol  to  be 
XppTas  i/became  available  to  the  Corporation-I  might  correct 
that,  the  contract  covered  the  period  of  13  months. 

Mr  SouRWiNE.  Wliat  was  the  13-month  period' 

Mr.  Sabin.  That  was  stai-ting  in  December  1942  and  ran  up  to  and 

9,000,000-gallon  limitation  a limitation 

on  the  amount  we  Avould  buy,  or  was  it  a limitation  upon  the  amount 

that  thev  were  committed  to  furnish?  , ^ i 

Mr  Sabin.  That  is  a rather  flexible  contract  in  that  it  is  underatood 

that  we  would  buy  all  that  was  produced  and  shipped  and  that  they 

would  sell  all  that  they  had  avadable  unshipped  ^ 

Mr.  SOURWINE.  What  do  you  mean  by  available  ' 

\lr  Sabin.  That  was  never  defined  m our  contract. 

Air!  SouRWiNE.  Was  there  anything  tying  that  in  with  the  amount 

they  had  produced  the  year  before.  took 

Mr  Sabin.  No;  nothhig  in  our  negotiations.  The  contract  took 

into  consideration  what  they  had  produced  in  f ^ 

Mr.  SOURWINE.  There  was  no  discussion  and  ceitamly  no  commit 

ment  concerning  a normd  year’s  production?  . , , i • r j. 

Mr  Sabin  No,  sir;  the  contract  primarily  provided  a oasis  lor 

determmmg  the  price  and  mochanica  of  operation  rather  than  tor  a 

®™lr‘l“sooRtviNE.  Well,  how  woa  the  9, 000, 000-gallon  figure  men- 

“°Mr‘‘’ SABin.  The  contract  provided  in  ita  toms  that  ‘hey  would 
sell  and  ship  not  less  than  6,000,000  and  not  over  9,000,000,  those 
figures  being  the  Canadian  estimate  as  to  the  range  of  productio 

'^^Mr.  Sourw^nS  ^hat^was  the  limitation  of  their  firm  commitments 
then,  not  less  than  six  or  more  than  nine. 

IVlr.  Sabin.  Yes.  .-.■i  i*  i.ii9 

Air.  SOURWINE.  How  much  did  they  ship  actuall^^^  gallons 

Air  Sabin.  They  shipped  approximately  8,700,000  gallons. 

Mr!  SouEW.Nz/Now‘;"it  was  our  ^‘detoandmg  you  ^ 
gotiator  on  this  agreement  on  behalf  of  the  U^t^J  States  Ootc 
ment  and  Canada  would  furnish  to  us  up  to  9, 0^,00  g 
alcohol  which  she  produced  and  did  not  need  for  her  own  war  in- 

^^AH.^Habin.  There  was  very  little  discussion  on  that  point  during 

our  negotiation.  i r.  j: 

Air.  SouRWiNE.  I say,  it  was  our  understanding. 
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Mr.  Sabin.  Well,  I would  not  say  it  was  the  Defense  Supplies 
Corporation.  Perhaps  W.  P.  B.  had  that  understanding  because  they 
had  initiated  the  first  discussion  with  the  Canadians  on  the  basis  that 
Canada  had  more  alcohol  than  needed  for  its  own  needs. 

Air.  Sour  WINE.  Did  it  surprise  you  at  all  when  Canada  stopped 
shipping  to  us  and  started  producing  for  domestic  beverage  use  before 
she  had  finished  shipping  to  us  9,000,000  gallons? 

Mr.  Sabin.  No;  not  particularly. 

Air.  SouRW’iNE.  Do  you  think  it  surprised  the  W.  P.  B.? 

Mr.  Sabin.  I don’t  know. 

Mr.  SouRWiNE.  Did  you  think  it  was  contemplated  by  both  par- 
ties when  that  agreement  was  entered  into? 

Air.  Sabin.  I think  that  was  one  point  upon  which  you  may  say 
there  was  no  particular  agreement  of  minds  as  to  whether  Canada 
would  or  would  not  produce  any  beverage.  It  was  the  general  in- 
tention, I assume,  that  there  would  be  no  beverage  production. 

Air.  SouRWiNE.  Alaybe,  sir,  the  same  kind  of  general  intention  or 
purpose  that  is  involved  in  our  Cuban  agreement  which  you  may  have 
heard  discussed  here. 

Air.  Sabin.  Well,  I am  familiar  with  that. 

Mr.  Sourwune.  Air.  Scheuer  told  us  in  his  opinion  there  was  at 
least  a moral  commitment  on  the  part  of  this  country  not  to  release 
any  alcohol  for  beverage  purposes  without  at  least  advising  Cuba. 
He  caA^iled  at  the  word  “consult”  with  Cuba.  Do  you  think  there 
was  this  same  moral  obligation  on  the  part  of  Canada  not  to  release 
it  for  beverage  purposes  ivithout  advising  us? 

Air.  Sabin.  Well,  that  is  possible. 

Air.  SouRWiNE.  Did  they  so  advise  us,  sir? 

Air.  Sabin.  They  did  not  advise  the  Defense  Supplies  Corporation. 

Mr.  Sour  wine.  Isn’t  it  true  that  they  did  not  advise  anybody  until 
the  State  Department,  at  the  request  of  this  committee,  specifically 
asked  for  the  information? 

Air.  Sabin.  That  is  my  understanding  by  hearsay;  I have  no  direct 
knowledge. 

Air.  SouRWiNE.  You  read  about  it  in  the  newspapers.  You  knew 
it  was  going  on? 

Mr.  Sabin.  Yes,  sir. 

Air.  SouRwiNE.  Because  you  could  not  keep  that  kind  of  a thing 
secret  forever.  I do  not  want  to  put  you  in  a position  of  directly 
attributing  bad  faith  to  the  Canadian  Government,  so  I won’t  ask 
you  any  more  questions  on  that  point. 

Jumping  to  another  point,  Mr.  Sabin,  are  high  wines  included  in 
the  alcohol  stock-pile  figures  which  you  quoted? 

Air.  Sabin.  No,  sir. 

Air.  SouRwiNE.  Before  we  go  further  with  that  line,  will  you  let 
me  have  the  latest  figures  of  stock  pile  which  are  available  to  you? 

Air.  Sabin.  Our  latest  compilation  is  as  of  April  30,  1944,  which 
shows  a total  quantity  in  what  we  call  the  stock  pile  of  86,130,000 
gallons.  That  is  composed  of  stocks  in  the  Defense  Supplies  Cor- 
poration, Rubber  Reserve  Company,  and  the  Army  and  Navy  plants. 

Air.  SouRWiNE.  That  does  not  include  stocks  at  lend-lease  ter- 
minals? 

Mr.  Sabin.  Well,  actually  there  are  no  lend-lease  terminal  stocks 
with  the  exception  of  a small  quantity  of  drummed  alcohol  which 
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they  have  had  on  hand  for  some  time  which  they  now  propose,  that 
Treasury  Procurement  is  proposing  should  be  resold  to  Defense  Sup- 
plies Corporation. 

Mr.  SouRWiNE.  If  there  were  any  lend-lease  stock,  you  would 
include  that  in  your  figure? 

Mr.  Sabin.  Well,  as  a matter  of  fact  we  retain  title  to  the  alcohol 
until  it  is  delivered  to  the  Treasury  Procurement  at  shipside. 

Mr.  SouRWiNE.  At  the  lend-lease  terminal  they  own  it  actually. 

Mr.  Sabin.  Well,  momentarily,  as  it  goes  into  the  vessel. 

Mr.  SouRWiNE.  I am  trying  to  determine  whether  there  is  any 
amount  which  is  stocked  at  lend-lease  terminals  that  may  properly 
be  placed  in  your  over-all  account. 

Mr.  Sabin.  We  do  not  carry  it  that  way.  We  did  at  one  time. 

Mr.  SouRWiNE.  It  is  improper  to  speak  of  it  that  way  now? 

Mr.  Sabin.  Yes. 

Mr.  SouRWiNE.  Now  that  total  figure  you  have  given  us  includes, 
does  it  not,  41,166,000  gallons  owned  by  the  Defense  Supplies  Cor- 
poration? 

Mr.  Sabin.  Yes,  sir. 

Mr.  SouRWiNE.  And  36,515,000  by  Rubber  Reserve  and  8,521,000 
gallons  by  the  Army  and  Navy. 

Mr.  Sabin.  Yes,  sir. 

Mr.  SouRwiNE.  It  does  not  include  approximately  700,000  gallons 
which  is  owned  by  Procurement  in  drums  which  it  is  proposed  you 
should  buy? 

Mr.  Sabin.  W^e  were  advised  yesterday  that  the  quantity  to  be  re- 
sold to  the  Defense  Supplies  Corporation  was  reduced  to  about  450,000 
gallons. 

Mr.  SouRWiNE.  About  450,000;  it  was  originally  700,000? 

Mr.  Sabin.  Yes. 

Mr.  SouRWiNE.  Wliat  did  they  do — lend-lease  it? 

Mr.  Sabin.  I understood  so. 

Mr.  SouRwiNE.  If  it  was  lend-leased  alcohol,  that  alcohol  at  lend- 
lease  terminals  was  not  included  in  your  stock-pile  figure. 

Mr.  Sabin.  No;  that  was  drummed  the  early  part  of  1943  for 
shipment  in  dry  cargo  vessels  and  there  were  various  reasons 

Mr.  SouRWiNE.  It  would  be  included  in  your  stock-pile  figure  if 
you  bought  it? 

Mr.  Sabin.  Yes,  sir. 

Mr.  SouRWiNE.  Are  any  other  Government  agencies  presently 
attempting  to  sell  back  to  you  any  alcohol? 

Mr.  Sabin.  W^e  have  been  informally  advised  by  Chemical  Warfare 
Service  that  they  have  something  in  excess  of  1,000,000  gallons  which 
they  are  prepared  to  resell  to  us. 

Mr.  SouRWiNE.  W^ould  that  be  as  much  as  1,200,000  gallons? 

Mr.  Sabin.  Yes,  sir. 

Mr.  SouRWTNE.  That  is  alcohol  which  is  not  now  included  in  your 
stock-pile  figure? 

Mr.  Sabin.  Yes;  it  is. 

Mr.  SouRwiNE.  It  is  included  in  your  stock-pile  figure  under  this 
8,451,000  Army  and  Navy? 

Mr.  Sabin.  Yes,  sir. 

Mr.  SouRWiNE.  So  that  if  it  is  to  be  resold  to  you  it  could  go  in  a 
different  subcategory,  but  it  won’t  change  the  total  stock-pile  figure? 
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Mr.  Io?rwine!^\? R^'yeur  understanding  that  is  declared  surplus 

^^Mr^  SabuJ.^  Tlie  Technicality  of  surplus  procedure  has  not  been 
entirely  formulated.  Wliat  is  proposed  in  this  particular  instance  is 
the  repurchase  by  us,  whereas,  under  the  normal  purchasing  method 
for  safe  of  surplus  it  would  be  sold  for  account  of  the  C.  VV . b. 

Mr.  SouRWiNE.  Did  you  use  the  term  surplus  . 

Mr  Sabin  I don’t  care  to  be  that  defanite.  , , . 

Mr.  SOURWINE.  Actually  they  do  not  need  it  and  they  have  no 

immediate  prospective  need  for  it. 

Mr  WwiNK^AreToT  aware,  sir,  that  the  testimony  before  this 

committee  last  week  was  to  the  effect  th adhere 

very  large  need  for  alcohol  in  the  Chemical  arfare  Ser\  ice  m certain 

^°£^SABm.  I read  that  in  the  paper,  sir;  I have  no  knowledge  of  it. 

Mr.  SouRWiNE.  Would  you  be  inclined  to  say  that  the  inore  than 
willingness  or  request,  of  Chemical  Warfare  to  sell  back  to  you 
1,200,000  gallons  goes  a long  way  toward  negativmg  the  suggestion 

^^Mr ^SAB^iT^wX^it  impossible  that  this  particular  stock  is  located 
at  a point  where  it  would  not  be  used  in  any  new  development.  I 

am  not  at  all  familiar  with  their  plans.  ^ 

Mr.  SouRWiNE.  They  can  ship  it,  can  t they. 

Mr!  louRWiN?’fhe  chances  are  that  any  alcohol  they  got  would 
not  be  produced  at  the  point  where  they  wanted  to  use  it. 

Mn  SouRWiS^’Who  sets  the  limit  of  stock-piling,  Mr.  Sabin? 

Mr.  Sabin.  The  W.  P.  B. 

Mr.  SouRWiNE.  You  don’t? 

M^!  louRwmE^.  *^^Tat  are  the  instructions  from  the  War  Produc- 
tion Board  in  regard  to  stock-piling?  started  in 

Mr.  Sabin.  The  stock-piling  program  for  f 

March  1942  on  the  basis  of  recommendations  submitted  by  tbe  w 
Production  Board  to  Defense  Supplies  Coloration.  j-j 

Mr  Srwine.  Did  they  say  to  you,  “Buy  so  much,”  or  did  they 

**ir!  SL^BlN^Ch-i^naSy  they  first  recommended,  as  I recall  it,  to 
DuVehase  up  to  25,000,000  gallons;  from  time  to  time  those  recom- 
mendationsThereafter  were  increased,  and  at  some  later  date  ^^ran^e- 
ments  were  made,  in  effect,  for  two  directives;  one  gives  the 
stock-pile  figure  and  the  other  an  allocation  covering  the  productio 

°*X“so'oEWNE.  What  are  those  two  f 

Mr  Sabin  Well,  the  origmal  directive  was  25,000,01  ( ga^o^s- 
T^t  'was  increased  from  time  to  time,  and  we  finally  reached  the 
total  of  160,000,000  gallons  for  all  governmental  agenci^. 

Mr.  SouRWiNB.  You  mean  at  one  time  you  were  stock-piling  as 

high  as  160,000,000  gallons? 

Mr.  Sabin.  Yes,  sir. 
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Mr.  SouRWiNE.  That  is  in  excess  of  the  st(*ck-pile  stor^e  space, 

isn’t  it?  . , • 1 

Mr.  Sabin.  Well,  at  that  time  we  had  theoretical  capacity,  under 

lease,  that  is,  in  our  name,  and  also  available  through  other  govern- 
mental agencies  of  140,000,000  gallons. 

Mr.  SouRWiNE.  Yes,  sir 

Mr.  Sabin.  And  the  highest  total,  as  I recall,  was  about’  130,000,- 
000 — I am  uiformed  138,000,000. 

Mr.  SouRWiNE.  Well,  certauily,  you  could  not  have  stock-pued 
more  than  you  had  storage  capacity  for,  so  it  is  not  unusual 

Mr.  Sabin.  It  was  our  practice  to  arrange  storage,  not  for  the 
complete  stock  pile,  but  only  in  anticipation  of  the  next  month  or 
two’s  deli\  eries. 

Mr.  SouRWiNE.  You  could  have  arranged  more  if  it  had  been 
necessary? 

Mr.  Sabin.  That  is  right.  r,  • 

Mr.  SouRWiNE.  What  is  the  present  directive  from  W . r.  r>.  in 

regard  to  the  limitation  on  stock-pilmg? 

Mr.  Sabin.  That  last  amount  has  never  been  reduced.  Theoreti- 
cally, we  are  still  to  stock-pile  160,000,000  gallons. 

Mr.  SouRwiNE.  You  are  still  trying  to  buy  up  to  160,000,000 

gallons? 

Mr.  Sabin.  Yes,  sir. 

Air.  SouRwiNB.  Do  you  recall  whether  there  was.  any^  change  m 
the  directive  in  that  regard  in  the  fall  of  1943? 

Air.  Sabin.  Dd  you  mean  a reduction  in  the  quantity? 

Air.  SouRWiNE.  Or  an  increase  in  it. 

Air.  Sabin.  No.  The  last  increase  in  stock  pile,  as  I recall  it,  was 
made  in  June  1943. 

Air.  SouRWiNE.  That  is  when  they  raised  it  to  160,000,000  and  it 
has  been  there  for  the  last  year. 

Mr.  Sabin.  Yes,  sir. 

Mr.  SouRwiNE.  You  are  familiar,  are  you  not,  with  the  require- 
ments of  the  rubber  program? 

Air.  Sabin.  Generally,  yes. 

Mr.  SouRWiNE.  At  least,  as  they  are  made,  aren’t  you.'  Do  you 
recall  whether  there  was  any  sharp  increase  in  the  requirements  or 
anticipated  requirements  of  the  rubber  program  during  the  fall  of 
1943? 

Mr.  Sabin.  Yes;  there  was  a steady  increase  during  most  of  1943, 
which  was  considerably  accelerated  from  Septt^mber  or  October  on. 

Mr.  SouRwiNE.  Well,  I have  been  told  substantially  that  before, 
sir,  and  it  puzzles  me,  because  on  April  20,  1943,  the  W.  P.  B.  csth 
mated  that  requirements  for  alcohol  for  rubber  for  that  year  would 
be  61.1  million  gallons,  and  in  October  of  that  year  they  had  reduced 
the  estimate  of  requirements  for  the  rubber  ]>rogram  to  43.3  million 
gallons — I will  correct  myself,  sir,  those  figures  are  figures  for  direct 
military  requirements — the  figures  for  the  rubber  program  dropped 
from  144.5  on  April  20  to  129.8  on  October  20,  and  there  was  a re- 
duction between  those  two  dates. 
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Now,  if  there  was  an  increase  in  need,  why  wasn’t  it  reflected  in  the 
W.  P.  B.  estimate? 

Mr.  Sabin.  I cannot  explain  that,  sir.  . 

Air.  SouRWiNE.  But  you  know  that  there  was  an  mcrease  in  tne 

. . . . , 1 • i. 

Air.  Sabin.  Yes,  sir;  that  is,  judgmg  by  our  shipments. 

Air.  SouRWiNB.  Do  you  know,  sir,  whether  it  is  practical  to  get 

. alcohol  from  Puerto  Bico  and  the  Virgin  Islands? . 

Mr.  Sabin.  It  will  not  be  practical  without  the  installation  of  con- 
siderable  equipment  for  handling  alcohol  on  a bulk  basis,  including 
tank  cars  and  the  installation  of  storage  facilities. 

’ Mr.  SouRWiNE.  And  that  equipment  is  not  now  available? 

Mr.  Sabin.  No;  I understand  not.  , , v u 

Air.  SouRWiNE.  Are  you  familiar  with  the  protocol  under  wmen 

we  lend-lease  alcohol  to  Russia? 

Air.  Sabin.  No.  . .11,19 

Air.  Sour  WINE.  Are  you  familiar  with  the  costs  of  alconol.'' 

Air.  Sabin.  Yes,  sir.  n ■ e 

Mr.  SouRWiNE.  Have  you  been  able  as  yet  to  compile  the  mforma- 

tion  that  we  asked  for  in  that  regard? 

Air.  SABiN-,(Not  completely.  Air.  Sourwine;  we  have  some. 

Air.  Sourwine.  Do  you  have  any  iiiformation  there  which  you 

think  would  be  valuable  in  tbat  connection? 

Mr.  Sabin.  We  have  made  an  estimate  as  to  the  operations  for  the 

first  quarter  of  1944. 

Air.  Sourwine.  Yes,  sir. 

Mr.  Sabin.  Our  alcohol  prices  range  from  48  cents  a gallon  for 
molasses  alcohol  to  as  high  as  $1.46  for  grain  alcohol. 

Mr.  Sourwine.  Yes,  sir.  .11.  001/ 

Air.  Sabin.  High  wines  range  from  45  cents  a proof  gallon  to  83/4 

cents  a proof  gallon.  >Ve  estimate— our  figures  show  that  during  the 
first  quarter  we  purchased  a total  of  110,000,000  gallons  of  all  sorts, 
including  alcohol  redistilled  from  high  wines;  approximately  40,000,000 
o-allons  of  that  quantity  cost  in  excess  of  90  cents  a gallon. 

* Air.  Sourwine.  How  much  of  it  cost  in  excess  of  $1.25  a gallon,  do 

^^Mr.'^SABiN.  I would  judge  not  more  than  three  or  four  million 
gallons.  No,  our  figures  here  show  that  the  quantity  in  excess  of 

• $1.25  per  gallon  was  around  1,077,000  gallons. 

Air.  Sourwine.  Which  was  a small  proportion. 

Air.  Sabin.  Yes.  . r • 

Air.  Sourwine.  Did  you  happen  to  make  any  computation  ot  how 

much  that  average  cost  would  have  been  reduced  if  you  had  not  bought 

that  very  high  cost  alcohol?  i 

Air.  Carr.  That  computation  we  have  not  quite  finished. 

Mr  Sourwine.  Air.  Chairman,  we  have  requested  these  figures  in 
some  detail  and  I should  like  to  ask,  when  they  are  furnished,  they  be 

inserted  in  the  record  at  this  point.  . 

The  Chairman.  They  may  be  furnisbed  and  they  may  be  mserted 

(The  mformation  requested  was  supplied  in  the  following  letter  from 
the  Secretary  of  Commerce.) 
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Hon.  Pat  McCarran, 

United  States  Senate,  Washington,  D.  C. 


The  Secretary  of  Commerce, 

Washington,  May  S4t  1^44- 


Dear  Senator  McCarran:  In  reply  to  your  letter  of  May  12,  with  regard  to 
information  requested  in  connection  with  the  alcohol-purchase  program  of  the 
Defense  Supplies  Corporation,  may  I submit  the  following  information: 

There  are  currently  88  plants  supplying  alcohol  at  prices  in  excess  of  90  cents 
per  190-proof  gallon;  57  plants  whose  prices  are  in  excess  of  $1  per  gallon;  and  10 
plants  whose  prices  are  in  excess  of  $1.25  per  gallon. 

During  1943  the  Defense  Supplies  Corporation  purchased  70,511,626  gallons  at 
prices  in  excess  of  90  cents  per  gallon;  21,026,787  gallons  in  excess  of  $1;  4,301,981 
gallons  in  excess  of  $1.25;  and  1,724,806  gallons  in  excess  of  $1.50. 

During  the  first  3 months  of  1944  the  Defense  Supplies  Corporation  purchased 
35,306,754  gallons  at  prices  in  excess  of  90  cents  per  gallon;  11,256,904  gallons  at 
prices  in  excess  of  $1  per  gallon;  and  1,077,475  gallons  at  prices  in  excess  of  $1.25. 
No  alcohol  is  currently  priced  at  $1.50  or  better. 

If  the  Defense  Supplies  Corporation  were  to  eliminate  from  its  future  purchases 
all  alcohol  manufactured  in  plants  whose  sales  prices  to  the  D.  S.  C.  exceed  90 
cents  per  gallon,  $1  per  gallon,  and  $1.25  per  gallon,  the  resale  price  to  other 
Government  agencies  would  be  reduced  from  the  present  price  of  90  cents  per 
gallon  to  81  cents  per  gallon,  85  cents  per  gallon,  and  89  cents  per  gallon, 
respectively. 

We  trust  that  this  information  covers  satisfactorily  the  points  raised  in  your 
letter. 

Sincerely,  _ __  _ 


Jesse  H.  Jones, 
Secretary  of  Comw.erce, 


Mr.  SouRwiNE.  Mr.  Sabin,  have  you  any  idea  what  quantity  of 
alcohol  which  you  buy  and  then  sell  back  to  the  producer  is  subsidy 

alcohol?  . 

If  you  do  not  have  that  figure  now,  sir,  wdl  you  produce  that  figure? 

Mr.  Sabin.  I may  say  that  the  subsidy  program  of  the  Defe^e 
Supplies  Corporation  went  into  operation  July  1,  1943,  and  applied 
primarily  to  grain  alcohol.  At  that  time  the  commercial  alcohol 
plants  on  the  east  coast  were  practically  all  engaged  in  the  production 
of  grain  alcohol.  Since  late  in  1943  there  have  been  mcreasea  quan- 
tities of  molasses  available.  The  result  is  that  the  quantities  of 
alcohol  subsidized  and  the  dollar  payments  have  gone  down  very 
materially  in  the  last  few  months. 

Mr.  SouRWiNE.  Can  you  give  us  those  figures,  the  amount  you 
purchased  and  the  amount  of  subsidy  involved,  and  would  you  be 
good  enough  to  break  it  down  by  months  so  that  we  can  see  the 
declining  rates? 

Mr.  Sabin.  Yes,  sir.*  . 

Mr.  SouRwiNE.  Can  you  tell  us  whether  there  is  any  subsidy 

arrangement  in  connection  with  cane  pric<is? 

Mr.  Sabin.  All  molasses  alcohol  is  sold,  or  sells  at  a price  of  48  cents 
per  gallon,  that  being  the  O.  P.  A.  price  ceiling. 

Mr.  SouRWiNE.  Yes,  sir.  i i-  • 

Mr.  Sabin.  That  price  is  maintained  by  reason  of  our  sales  policy  m 
regard  to  selling  molasses  which  we  sell  at  a price  of  2.685  cents  per 
pound  total  sugars  which  is  approximately  16}^  cents  pei  gallon. 

Mr.  SouRwiNE.  What  does  that  molasses  cost  you? 

Mr.  Sabin.  At  the  present  time  we  estimate  that  we  lose  approxi- 
mately 3 cents  a gallon  on  that  molasses. 

Mr.  SouRWiNE.  What  is  the  cost  of  the  molasses  we  are  gefttiog 


from  Cuba? 


* The  infomatlon  requested  appears  hereafter  in  the  Appendix,  at  p.  841. 
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Mr.  Sabin.  The  purchase  price  at  terminal  points  in  Cuba  is  13.6 
cents  per  gallon. 

Mr.  SouRWiNE.  And  you  are  going  to  sell  it  at  what? 

Mr.  Sabin.  16K  cents  a gallon  and  it  cost  us  about  6 cents  to  bring 
it  from  Cuba  and  land  it  in  the  United  States. 

Mr.  SouRWiNE.  So  that  in  Cuban  molasses  which  cost  you  approx- 
imately 19.6  cents,  you  will  take  a loss  of  about  3 cents  a gallon. 

Mr.  Sabin.  Yes,  sir.  ... 

Mr.  SouRWiNE.  That  isn’t  3 cents  a poind,  is  it? 

Mr.  Sabin.  No,  3 cents  a gallon,  about  % cent  a pound  on  the  basis 

of  total  sugars  content. 

Mr.  Sourwine.  Half  a cent  a pound  total  sugars  content,  and 
that  is  the  net  subsidy  to  molasses  alcohol  producers? 

Mr.  Sabin.  Yes,  sir.  , , , , • r.  u 

Mr.  Sourwine.  What  is  the  production  cost  of  alcohol  in  Uuba, 

do  you  know,  sir?  . 

Mr.  Sabin.  We  have  never  received  any  figures  as  to  theu-  cost. 
We  are  told  that  they  have  plants  of  varying  efficiency  and  we  have 
assumed  that  the  more  efficient  plants  should  produce  alcohol  at  a 
cost  basis  comparable  to  our  plants  in  this  country. 

Mr.  Sourwine.  WTiat  are  we  going  to  give  Cuba  for  the  alcohol 

we  will  get  from  her? 

Mr.  Sabin.  We  have  agreed  to  pay  65  cents  a gallon. 

Mr.  Sourwine.  So  that  there  is  considerably  more  subsidy,  if  1 
may  use  that  term,  in  the  alcohol  which  we  buy  from  Cuba  than  in 
the  molasses  which  we  buy  from  Cuba  to  produce  alcohol  here? 

Mr.  Sabin.  That  is  right.  , . , , lo 

The  Chairman.  What  did  they  formerly  get  for  their  alcohol.' 
Mr.  Sabin.  It  depends  on  the  purpose  for  which  it  is  sold. 

The  Chairman.  For  beverage  purposes,  beverage  alcohol,  what 

did  they  formerly  get  for  it?  xc  • n i j w 

Mr.  Sabin.  Those  prices  have  never  been  officially  released.  \Ve 

have  been  told  informally  they  range  from  90  cents  a proof  gallon 
to  perhaps  as  high  as  $1.75  a proof  gallon,  but  those  are  all  private 

6 6r1s 

Mr.  Sourwine.  Those  are  proof-gallon  prices,  whereas  we  were 
talking  a moment  ago  of  wine  gallons  at  190  proof. 

Mr.  Sabin.  Yes.  , xu 

Mr.  Sourwine.  So  that  you  would  almost  have  to  double  those 

prices  to  get  a comparable  figure? 

Mr.  Sabin.  That  is  right. 

Mr.  Sourwine.  So  that  prices  running  from  $1.70  or  $1.75  up  do  not 
give  any  picture  of  what  they  are  selling  at  as  beverage,  if  they  can. 
Mr.  Sabin.  That  is  right,  they  have  a very  substantial  profit  under 

it/ 

Mr.  Sourwine.  Mr.  Sabin,  do  you  buy  alcohol  for  the  rubber 

proCTam? 

Mr.  Sabin.  Yes. 

Mr.  Sourwine.  Can  you  tell  us  how  much  alcohol  the  rubber 
program  is  presently  using? 

Mr.  Sabin.  Approximately  1,000,000  gallons  a day. 

The  Chairman.  A day? 

Mr.  Sabin.  Yes,  sir. 
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Mr.  SouBWiNE.  Would  that  approximation  be  within  10  percent  or 
within  5 percent? 

Mr.  Sabin.  5 percent,  I w^ould  say. 

Mr.  SouRWiNE.  You  won’t  say  it  was  accurate  within  more  than 

5 percent? 

Mr.  Sabin.  No. 

Mr.  SouKWiNE.  So  that  for  the  year’s  use  you  would  not  know 
within  at  least  15,000,000  gallons  what  their  requirements  will  be? 

Mr.  Sabin.  No,  sir;  we  project  no  figures  as  to  need.  You  under- 
stand, the  Defense  Supplies  Corporation  acts  as  a service  agency  in 
this. 

Mr.  SouRWiNE.  Can  you  give  us  a figure  of  the  amount  of  alcohol 
which  the  rubber  program  has  consumed  during  the  first  3 months  of 
this  year? 

Mr.  Carr.  We  can  give  you  the  amount  shipped,  not  the  amount 
consumed. 

Mr.  SouRWiNE.  May  we  have  the  amount  shipped? 

Mr.  Carr.  We  have  shipped  approximately  92,500,000  gallons,  out 
of  total  purchases  of  about  110,000,000  gallons. 

Mr.  Sour  WINE.  You  shipped  approximately  92,500,000  gallons? 

Mr.  Sabin.  Yes;  that  is  so — I w-ould  like  to  check  that  figure  a 
little  more  accurately. 

Mr.  SouRWiNE.  If  you  wiU  correct  it  when  you  read  the  record. 

Mr.  Sabin.  All  right,  sir. 

Mr.  SouRWiNE.  Has  Cuba  dehvered  any  alcohol  to  us  this  year, 
sir? 

Mr.  Sabin.  Not  yet.  They  have  taken  11  tank  cars  which  are 
now  being  loaded. 

Mr.  SouRWiNE.  They  have  not  indicated  when  they  will  start 
deliveries,  have  they? 

Mr.  Sabin.  No. 

Mr.  SouRWiNE.  Have  they  advised  you  how  much  they  expect  to 
deliver? 

Mr.  Sabin.  No,  sir. 

Mr.  SouRWiNE.  On  the  best  knowledge  at  your  disposal  would  you 
estimate  what  amount  of  alcohol  we  will  get  from  Cuba  this  year? 

Mr.  Sabin.  Barring  unforeseen  developments  I would  think  we 
should  get  approximately  a million  gallons  a month  beginning  in 
June. 

Mr.  SouRwiNE.  You  mean  that  we  will  get  no  more  than  7,000,000 
gallons  of  alcohol  from  Cuba  this  year? 

Mr.  Sabin.  I don’t  think  we  will  now,  not  under  the  present  con- 
tract. 

Mr.  SouRWiNE.  Mr.  Scheuer  was  of  the  firm  impression  that  we 
might  get  as  much  as  20,000,000  and  certainly  would  get  more  than 
12}^  million. 

Mr.  Sabin.  You  are  talking  about  the  calendar  year? 

Mr.  SouRwiNE.  I am  talking  about  this  calendar  year,  sir.  So  that 
this  may  be  very  clear,  do  you  have  any  knowledge  which  he  does  not 
have?  I assume  you  must  since  you  arrive  at  a d&erent  conclusion. 

Mr.  Sabin.  No,  sir;  it  is  strictly  a matter  of  opinion.  I perhaps  am 
somewhat  discouraged  by  the  delay  there  has  been  in  the  first  deliveries. 

Mr.  SouRWiNE.  ^Tiat  has  been  mainly  responsible  for  that  delay, 
sir? 
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Mr.  Sabin.  There  seems  to  be  a dearth  of  information  as  to  any 
sound  reason  as  to  why  deliveries  are  not  being  made.  It  is  my 
surmise  that  there  is  still  hope  that  the  beverage  trade  will  be  revived. 
Mr.  SouRwiNE.  You  mean  on  the  part  of  the  Cubans? 

Mr.  Sabin.  That  is  right.  . , , . j . xi.  j 

Mr.  SouRWiNE.  Do  you  feel  that  the  delay  is  to  be  laid  at  the  door 

of  the  Cubans?  , , ■ ^ ^ • 

Mr.  Sabin.  Yes,  sir.  We  have  been  ready  to  receive  alcohol  smce 

early  in  April.  .,  , , • i.u- 

Mr.  SouRWiNE.  It  is  not  any  failure  of  the  proper  agency  m this 

country  to  provide  shipping. 

Mr.  Sabin.  No,  sir.  i i f x. 

Mr  SouRWiNE.  It  is  not  due  to  any  unwillingness  or  lack  of  enthu- 
siasm on  the  part  of  some  of  the  W.  P.  B.  for  receiving  it? 

Mr.  Sabin.  No,  sir.  We  have  completed  all  of  our  arrangements 
which  took  time  and  involved  a great  deal  of  work,  but  once  our  con- 
tract was  signed,  why,  we  went  right  ahead  with  it. 

Mr.  SouRWiNE.  You  mean  to  say  you  have  done  all  you  could  to 

facilitate  early,  speedy  delivery? 

Mr.  Sabin.  Yes,  sir.  ' , , i.  xi.  w t> 

Mr.  SouRWiNE.  And  the  same  would  be  true  of  the  W.  P.  B.,  so 

far  as  you  know?  , , , , x x n 

Mr  S\BiN.  Yes.  You  see,  the  alcohol  contract  was  not  actually 

signed  until  April  1.  As  soon  as  it  was  signed  we  set  up  our  paper 
work  and  mechanics  for  handling  shipments  and  for  payment. 

Mr  SouRWiNE.  It  is  definitely  your  impression  that  there  is  a 
certain  lack  of  enthusiasm  in  Cuba  for  shipping  alcohol  under  this 

contract? 

Mr.  Sabin.  It  would  appear  so.  , , , i i o 

Mr.  SouRWINe.  Mr.  Sabin,  do  you  maintain  the  rubber  stock  pile.^ 

Mr.  SouRWiNE.  Do  you  maintain  a stock  pile  of  synthetic  rubber? 
Mr  Sabin.  The  Defense  Supplies  Corporation  does  not,  that  goes 
over  into  the  operations  of  the  Rubber  Reserve  Company  with  which 
I am  not  familiar.  I am  not  familiar  wdth  their  stockpiling  policy. 
Mr.  SquRWiNE.  You  do  not  know  anything  about  their  policies  in 

that  regard? 

Mr.  Sabin.  No,  sir.  ■ , • , 

Mr.  SouRwiNE.  Now,  then,  to  clear  up  a pomt  which  was  m a 
small  measure  of  doubt  at  previous  hearings,  your  alcohol  stocks  do 
not  include  alcohol  at  producing  plants  or  in  tank  cars,  is  that  right? 
Mr.  Sabin.  That  is  correct. 

Mr.  SouRwiNE.  You  take  delivery  in  tank  cars? 

Mr.  Sabin.  Yes,  sir.  , , . . , 

Mr.  SouRwiNE.  But  you  do  not  mcliide  it  in  your  stock  pile  figure 

until  you  have  delivered  it  at  the  storage  plant? 

Mr.  Sabin.  That  is  right.  _ , , . 

Mr.  Sourwine.  All  of  your  alcohol  is  in  storage  at  bonded  ware- 
houses or  denaturing  plants,  is  it  not? 

Mr.  Sabin.  Yes.  , xi. 

Mr.  Sourwine.  So  that  your  figures  on  that  would  be  the  same 

figures  that  the  xMcohcl  Tax  Unit  would  give  for  the  bonded  warehouse 

or  denaturing  plants  which  are  licensed  to  use  it. 
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Mr.  Sabin.  I would  like  to  have  Mr.  Fenderson  explain  that  point. 
Mr.  Fenderson.  With  respect  to  Defense  Supplies  Corporation’s 
stock  that  is  true.  There  is  a duplication  in  statistics  between  the 

Alcohol  Tax  Unit  record  and  ours. 

Mr.  SoxjRWiNE.  And  the  Runner  Reserve  stocks  are  held  at  the 

plants  almost  entirely?  . „ , . i x 

Mr.  Fenderson.  1 think  they  are  tecljnically  denaturing  plants. 
Mr.  SouRWiNE.  That  is  the  point  I want(?d  to  bring  out.  So  that 
they  will  show  them  in  the  Alcohol  Tax  Unit  figures,  also? 

Mr.  Fenderson-  That  is  correct.  i i rr« 

Mr.  SouRWiNE.  And  the  figure  compiled  from  the  Alcohol  Tax 

Unit  records,  the  balance  which  they  show  to  be  used  by  the  Rubber 
Reserve,  presumably  comes  out  of  the  same  figure  as  you  have  in 
your  stock  pile? 

Air.  Fenderson.  With  respect  to  the  total. 

Air.  SouRWiNE.  What  is  the  reason  for  it  differing  from  your 

figure  then?  . i -nrr  j 

Air.  Fenderson.  The  reason  is  that  the  Chemical  Warfare  stocks 

and  probably  the  naval  stocks,  too,  would  not  be  included  in  the 

Alcohol  Tax  Unit  report  since 

Mr.  SouRwiNE.  That  is  correct,  but  you  have  listed  them  sepa- 
rately in  different  categories. 

Air.  Fenderson.  That  is  correct. 

Air.  Sourwine.  The  other  two  we  can  get  a check-back  on. 

Air.  Fenderson.  That  is  right.  ■ t ■ 

Mr.  Sourwine.  Are  you  familiar  sir,  with  the  allocation  of  import 

quotas  on  alcohol? 

Mr.  Sabin.  No,  I am  not.  ' • xi  * 

Air.  Sourwine.  Do  you  know  anything  about  the  policy  m that 

regard?  , ^ , 

Mr.  Sabin.  No,  sir.  I talked  to  Air.  Smdey  however 

Air.  Sourwine.  Who  is  Air.  Smiley?  tu  tj 

Mr.  Sabin.  1 understand  he  is  an  admimstrator  for  W.  F.  B. 

A^Ir.  Sourwine.  Is  he  the  latest  acquisition  by  W.  P.  B.,  if  you 
know,  sir? 

Air.  Sabin.  Yes;  apparently. 

Air.  Sourwine.  Brought  in  for  that  job,  perhaps?  , ^ • 

Mr.  Sabin.  Yes,  he  was  there  several  months  ago  with  the  Liquors 
and  Tobacco  Branch.  He  was  chief  of  that  section,  then  that  par- 
ticular operation  was  transferred  to  the  War  Food^Admimstration, 
and  Air.  Smiley  came  back  with  W.  P.  B.  early  in  April. 

Air.  Sourwine.  Is  he  a man  experienced  in  the  liquor  business,  do 

you  know? 

Air.  Sabin.  I frankly  do  not  know. 

Air.  Sourwine.  You  purchase,  do  you  not,  the  surplus  production 
of  industrial  alcohol  plants  over  and  above  the  commercial  require- 
ments of  such  plants. 

Mr.  Sabin.  Yes,  sir. 

Air.  SouRW'iNE.  What  do  you  understand  by  that  term  surplus 

over  and  above  commercial  requirements”?  . , , , , 

Mr.  Sabin.  If  the  commercial  alcohol  plant  is  able  to  m^e  sales 
of  all  its  production,  theie  is  no  allocation  given  to  the  D.  S.  C. 
However,  if  their  production  exceeds  the  sales  to  commercial  users. 
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or  anticipated  sales  the  D.  S.  C.  is  then  requested  to  buy  the  produc- 
tion in  excess  of  that  quantity. 

Mr.  Sourwine.  I see. 

Mr.  Sabin.  There  are  so  many  sales  they  cannot  make,  and  the 

surplus  you  buy.  , ... 

Mr.  Sabin.  That  is  right.  W.  P.  B.  establishes  the  uses  for  which 

they  can  sell  commercially,  as  I understand  it,  and  within  that  frame- 
work they  are  free  to  operate. 

Air.  Sourwine.  That  is  a httle  bit  different  from  the  situation 
in  regard  to  beverage  distillers  who  are  required  to  sell  you  every 
drop  they  make,  isn’t  it? 

Mr.  Sabin.  Yes,  sir.  , • i j i 

Mr.  So^uRwaNE.  Are  you  familiar  with  the  trend  in  lend-lease 

requirements,  sir?  . 

Mr.  Sabin.  Generally  I am  familiar  with  our  deliveries  which  we 

have  made  during  the  last  18  months.  u i-  u j 

Mr.  Sourwine.  Have  you  any  thought  as  to  why  the  published 

estimates  on  lend-lease  requirements  jump  around  so  much? 

Mr.  Sabin.  I don’t  know  sir,  unless  it  is  the  protocol. 

Air.  Sourwine.  The  protocol  does  not  jump  around,  does  it,  sir? 

Mr.  Sabin.  It  might  be  related  to  shipping,  or  anticipated  avail- 
able shipping.  . 

Air.  Sourwine.  The  protocol  figure  would  be  a precise  figure,  we 
have  been  told  here,  for  a given  year;  that  being  the  case  it  would 
seem  a simple  matter  to  put  that  figure  in  as  the  estimate  for  that 
year,  wouldn’t  it? 

Mr.  Sabin.  Yes. 

Mr.  Sourw'Ine.  If  you  are  given  a figure  of  that  amount  which 
was  needed  fci  the  balance  of  the  year,  you  would  probably  reduce 
it  from  time  to  time  as  shipments  were  made  noimally,  but  if  you 
are  simply  quoting  at  different  times  within  the  year  that  same  figure, 
namely,  the  total  amount  to  be  required  during  the  year,  that  amount 
should  remain  reasonably  constant  and  reasonably  consonant  with 
the  amount  provided  by  protocol,  should  it  not? 

Mr.  Sabin.  I am  not  entirely  familiar  with  the  estimate  to  which 
you  refer.  Air.  Sourwine.  Our  experience  with  deliveries  is  that  they 
have  gone  fonvard  quite  steadily. 

Mr.  Sourwine.  Deliveries  do  not  enter  into  this  picture. 

Mr.  Sabin.  Subject  to  shipping,  and  while  they  would  vary,  the 
estimates — what  the  estimates  would  be  really,  I do  not  know. 

Mr.  Sourwine.  1 didn’t  mean  to  eavesdrop  on  you,  but  I heard 
part  of  what  Air.  Fenderson  said.  I wonder  if  I might  ask  him  to 
make  some  explanation  of  it  for  the  record. 

Air.  Fenderson.  I should  think  that  protocol,  as  I understand  it, 
is  the  fiscal  year  ending,  I think  June  30,  and  most  of  the  estimates 
that  you  have  been  furnished,  I suspect,  were  on  the  calendar-year 
basis. 

Air.  So,uRwine.  That  is  correct. 

Air.  Fenderson.  I am  not  informed  on  this,  but  I don’t  beheve 
that  the  protocol  for  the  fiscal  year  ending  June  30,  1945,  has  yet 
been  ratified. 

Mr.  Sourwine.  No?  Perhaps  there  is  still  some  negotiation,  some 
discussion,  and  you  would  expect  a change  in  the  figure,  a different 
amount,  at  the  end  of  the  fiscal  year? 
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Mr.  Fenderson.  That  is  right.  It  seems  to  me  that  for  the  12 
months  of  the  fiscal  year  from  June  30,  1943,  to  June  30,  1944,  you 
would  have  a fixed  estimate  or  a protocol  estimate. 

Mr.  SouRWiNE.  Yes. 

Mr.  Fenderson.  And  for  the  last  6 months  of  the  year  1944,  as- 
suming that  the  protocol  has  not  yet  been  established,  the  estimate 
might  vary  from  time  to  time  as  the  negotiation  varies. 

NIr.  SouRWiNE.  Suppose  we  go  back  to  1943,  do  you  luiow  when  the 
protocol  for  the  fiscal  year  1943-44  was  signed? 

Mr.  Fenderson.  I think  the  first  information  we  received  as  to  the 
amount  covered  by  the  protocol  was  in  March  or  April  of  1943. 

Mr.  SouRWiNE.  They  signed  it  several  months  ahead  of  the  begin- 
ning of  the  fiscal  year? 

Mr.  Fenderson.  Yes. 

Mr.  SouRWUNE.  So  that  by  March  or  April  1943  you  knew  w^hat  the 
43-44  protocol  figure  would  be? 

Mr.  Fenderson.  That  is  right. 

Mr.  SouRWUNE.  Now  the  W.  P.  B.  estimate  on  lend-lease  as  of 
October  20,  1943,  and  that  was  the  estimate  for  the  full  year  1943, 
was  64.5  million  gallons;  on  December  1 of  the  same  year  their 
estimate  was  46.6  million  gallons;  on  January  30  of  this  year  their 
estimate  on  lend-lease  through  1943  was  56,000,000  gallons;  on 
March  23  of  this  year  their  estimate  for  1943,  which  by  this  time  was 
3 months  gone,  was  55.6  million  gallons,  and  on  April  15  of  this  year 
they  revised  it  down  to  48.9  million  gallons — the  last  figure  we  have  is 
April  15. 

Mr.  Fenderson.  Perhaps  I can  explain  a little  more  about  that. 

Mr.  SouRWTNE.  I wish  you  w'ould. 

Mr.  Fenderson.  You  may  be  correct,  sir.  With  respect  to  the 
protocol  figure  for  the  fiscal  year  1944 — I am  not  quite  sure.  I thought 
then  that  figure  was— I think  it  was  36,000  tons  to  Russian  lend-lease. 

Mr.  Soxjrwtne.  I don’t  know  that  protocol  figure. 

Mr.  Fenderson.  Then  this  year’s  figure  w^as — we  were  asked  to 
deliver  as  rapidly  as  possible,  particularly  tc>  Russia.  There  seemed 
to  be  great  need  for  it,  and  we  made  special  efforts  to  deliver  it  as 
rapidly  as  possible  and  engaged  extra  facilities  on  the  west  coast  for 
receipt  of  alcohol  by  tank  car  and  made  special  arrangements  for 
speeding  up  our  deliveries  by  tanker,  so  that  with  respect  to  these 
Russian  requests  from  the  Lend-Lease  Administration,  which  directly 
supervised  tlie  Soviet  protocol  at  that  time,  we  were  able  to  e.xpedite 
deliveries.  We  delivered  much  more  than  the  monthly  amount  called 
for  under  the  protocol,  so  that  by  the  end  of  1943  we  had  virtually 
delivered  the  entire  protocol  amount  for  the  fiscal  year. 

Mr.  SouRWTNE.  Oh,  I see.  Well,  how  do<is  that  compare  with  the 
fact  that  estimates  on  lend-lease  requirements  for  the  next  year  are 
higher? 

Mr.  Fenderson.  Well,  then  there  was  a period  during  wlucli  there 
w as  some  question  whether  the  Russians  would  be  allow^ed  more  than 
the  protocol  quantity  or  wdiether  they  would  be  held  to  that  figure,  and 
upon  their  urgent  request  and  intervention  of  the  lend-lease  authorities 
an  agreement  w^as  reached  that  to  the  exttint  mechanically  possible 
they  would  be  supplied  with  additional  alcohol  over  and  above  the 
protocol  amount  during  the  first  6 months  of  1944. 

Mr.  Sourwine.  Wliat  were  the  protocal  amounts  for  the  1944-45 
fiscal  year;  do  you  know? 
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Mr.  Fenderson.  That  I don’t  know.  We  have  not  received  any 
information  as  to  that  yet. 

Mr.  Sourwine.  You  don’t  have  that.  The  protocol  for  1943-44, 
you  say,  was  almost  all  shipped  early  in  1943? 

Mr.  Fenderson.  That  is  right — well,  early  in  the  first  half  of  the 
fiscal  year,  the  last  half  of  the  calendar  year. 

Mr.  Sourwine.  The  last  half  of  the  calendar  year.  Then  at  the 
present  moment  we  are  still  shipping  against  a protocol  figure  which  has 

not  yet  been  settled?  . _ ... 

Mr.  Fenderson.  That  is  right.  The  question  on  deliveries  is 
whether  that  is  to  be  charged  against  their  future  protocol,  or  whether 
it  is  an  increase  in  the  old  protocol. 

Mr.  Sourwine.  Which  is  surplus  under  the  old.  That  would  be  an 
interesting  viewpoint,  would  it  not? 

Mr.  Chairman,  I have  no  further  questions  of  these  gentlemen. 

The  Chairman.  Very  well. 

Mr.  Sourwine.  I have  two  communications — I mean,  I should 
like  to  insert  them  in  the  record.  One  is  a letter  which  was  sent  to  the 
committee  with  a request  that  it  be  inserted.  This  is  a resolution 
adopted  by  the  National  Alcoholic  Beverage  Control  Association  at 
its  convention  in  New  York  April  18  and  19. 

The  Chairman.  It  may  be  inserted  in  the  record. 

Mr.  Sourwine.  The  communication  reads  as  follows; 

The  following  resolution  was  adopted  unanimously  by  the  National  Alcoholic 
Beverage  Control  Association  at  its  convention  held  in  New  York  on  April  18  and 
19  1944: 

Wherea.s  the  cessation  of  the  manufacture  of  distilled  spirits  for  beverage  pur- 
poses since  October  1942  is  creating  a condition  of  illegal  and  obnoxious  practices, 
such  as  black  markets,  bootlegging,  hijacking,  racketeering,  gangsterism,  and  the 
illegal  manufacture  and  distribution  of  alcoholic  liquors  which  menace  the  public 
health  and  public  welfare;  and 

“Whereas  such  conditions  are  impeding  and  threatening  the  orderly  and  proper 
administration  of  the  system  of  alcoholic  beverage  control  by  the  various  State 
commissions  charged  with  that  important  duty:  Now,  therefore 

“The  National  Alcoholic  Beverage  Control  Association  in  a convention  assembled 
in  the  City  of  New  York  on  April  19,  1944,  most  respectfully  and  earnestly  petition 
the  Government,  if  consistent  with  the  war  requirements,  to  grant  a reasonable 
opportunity  for  the  distillation  of  spirits  for  beverage  puiqjoses; 

“Resolved  further.  That  the  president  of  this  association  appoint  a committee 
of  members  of  the  association  to  present  this  petition  and  make  appropriate  appeal 
for  necessary  relief  to  the  proper  authorities  in  W ashington.” 

Mr.  SouRWTNE.  The  other  communication  bears  no  direct  relation  to 
the  questioning  which  has  been  going  forward  today,  but  it  concerns  a 
point  very  much  at  issue  in  connection  with  the  problem  we  are  trying 
to  solve,  and  I believe  it  should  be  in  the  record.  Perhaps  I may  be 
permitted  to  read  it  into  the  record  rather  than  submit  it. 

The  Chairman.  How  long  is  it? 

Mr.  Sourwine.  It  will  take  about  3 minutes. 

The  Chairman.  That  is  not  long.  We  still  have  4 minutes  left. 

Mr.  Sourwine.  This  is  from  a publication  on  the  demand  and  price 
situation,  published  by  the  Bureau  of  Agricultural  Economics  of  the 
Department  of  Agriculture,  and  is  dated  April  1944,  and  the  subhead- 
ing is  Wheat  [reading] : 

The  winter-wheat-crop  indications  based  on  April  1 conditions  are  602,000,000 
bushels;  75,000,060  above  the  December  figure,  and  72,000,000  above 

The  Chair.man.  What  is  the  first  figure? 

Mr.  Sourwine.  75  million. 
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The  Chairman.  What  was  the  estimated  production? 

Mr.  SouRWiNE.  602,000,000  bushels  [continuing  reading] : 

72,000,000  above  the  crop  in  1943  and  31,000,000  above  the  1933-42  average. 
The  indicated  growth  since  December  has  been  in  l>oth  yields  and  reduction  in, 
acreage  loss. 

Then  there  is  a discussion  of  specific  sections  of  the  country  which  I 
will  skip  for  the  sake  of  brevity  [continuing  reading] ; 

Assuming  spring  wheat  yields  equal  to  those  of  the  past  number  of  years,  on 
the  acreage  report  indications,  without  including  the  April  estimate  for  the  winter 
crop,  the  indicated  1944  production  of  all  wheat  would  be  approximately  825,- 
000,000  bushels,  a crop,  it  is  estimated,  that  would  take  care  of  all  of  the  wheat 
needed  for  domestic  consumption,  as  food,  as  well  as  feed,  normal  feeding,  moder- 
ate exports,  and  moderate  quantities  for  the  production  of  industrial  alcohol. 

That  is  all,  sir. 

The  Chairman.  Very  well.  Do  you  want  to  proceed  tomorrow  or 
this  afternoon,  or  when? 

Mr.  SouRWiNE.  May  we  proceed  tomorrow,  Senator? 

The  Chairman.  The  committee  will  stand  in  recess  until  10  o’clock 
tomorrow  morning  in  room  357,  this  building. 

Thank  you,  gentlemen,  for  coming  up  here. 

(Whereupon,  at  12  o’clock  noon,  a recess  to  10  a.  m.,  Friday,  May 
19,  1944,  was  taken.) 
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FRIDAY,  MAY  19,  1944 

United  States  Senate, 

Subcommittee  of  the  Committee  on  the  Judiciary, 

Washington,  D.  G. 

The  subcommittee  met,  pursuant  to  adjournment,  at  10  a.  m.  in 
room  357,  Senate  Office  Building,  Senator  Pat  McCarran  (chairman) 

^^PreSnt:  Senators  McCarran  (chairman)  and  Ferguson. 

Also  present:  J.  G.  Sourwine,  committee  counsel. 

The  Chairman.  The  committee  will  come  to  order. 

Mr.  Sourwine,  you  may  proceed. 

STATEMENT  OF  BRADLEY  DEWEY,  RUBBER  DIRECTOR,  WAR 

PRODUCTION  BOARD 

Mr  Sourwine.  Colonel  Dewey,  we  want  to  find  out  first  this  morn- 
ing a' little  bit  about  the  shifting  requirements  for  alcohol  in  your 
rubber  program.  The  only  data  we  have  on  requirements  that  we 
could  lay  our  finger  on  was  the  material  which  was  put  m the  record  of 
another  committee  hearing,  showing  that  your  estimated  requirements 
for  the  year  1944  were,  on  November  11,  1943,  311,500  g^ons;  that 
on  December  15  of  that  year  the  estimate  had  been  revised  upward  to 
327,000,000  gallons;  that  on  January  25,  1944,  the  estmate  had  been 
revised  upward  to  345,000,000  gallons,  and  that  on  March  8,  1944, 
you  advised  Dr.  Whitman  that  it  would  be  unwise  to  plan  alcohol 
requirements  of  less  than  365,000,000  gallons  for  the  rubber  program 

in  1945.  , • 1 i.  4. 

Can  you  tell  us,  Colonel  Dewey,  when  it  became  apparent  to  you 

that  you  would  require  more  than  345,000,000  gallons  for  the  present 

^ Mr.  Dewey.  Mr.  Sourwine,  I have  brought  you,  for  your  records, 
feeling  that  you  would  probably  like  to  have  it  that  way,  copies  of  aU 
of  my  correspondence  with  Dr.  Whitman,  in  wiilch  we  had  submitted 
our  various  requirements.^ 

Mr.  Sourwine.  That  is  splendid.  ^ -n  i,  i 

Mr.  Dewey.  I think  if  I submit  that  for  your  record,  it  will  help 

^^Senator  Ferguson.  Colonel  Dewey,  do  you  give  the  doctor  the 
reasons  why  you  were  increasing  the  estimates  of  these  requirements.' 
Mr.  Dewey.  I am  going  to  go  on  and  answer  your  question,  I hope, 

in  a minute. 

Mr.  Sourwine.  Surely,  sir. 

» The  correspondence  referred  to  appears  hereafter  in  the  appendix,  beginning  at  p.  845. 
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Mr.  Dewey.  I have  also  prepared  a copy,  in  graphic  form — it  seems 
to  me  that  is  the  best  form,  and  I hope  it  will  not  confuse  you— of  the 
various  estimates  we  have  made  for  consumptions  by  months,  and  the 
actuals  that  we  have  used  in  the  months  that  have  already  gone  by, 
starting  back  with  November  23,  1942,  when  we  submitted  our  first 
estimate.  Now,  I have  done  that  this  way  because  of  the  fact  that 
while  you  speak  of  figures  in  terms  of  a year,  the  actual  estimates  that 
we  have  made  and  which  are  of  value  in  analyzing  the  drift  of  our 
thinkingk  have  been  made  in  terms  of  montlis.  That  is,  we  forecast 
whenever  Dr.  ViTiitman  asks  for  it,  I think  it  is  once  every  4 to  6 
weeks,  somewhere  in  there,  perhaps  2 months,  if  it  is  not  changing 
enough.  We  forecast  our  probable  use  by  mouths,  so  I have  put  down 
the  estimates  here  in  a bar  chart. 

Mr.  SouRwiNE.  I notice  you  have  several  copies  of  those. 

Mr.  Dewey.  I have  got  enough  for  all  of  you. 

Mr.  SouRwiNE.  While  you  are  talking,  can  you  let  the  members  of 
the  committee  have  them? 

Mr.  Dewey.  Yes.  Looking  at  these  here,  you  find  in  our  charts 
the  black  bars.  That  is  what  we  actually  use.  The  gray  or  cross- 
hatched  gray  bars  of  these  estimates  represent  the  minimum  figure 
given.  The  top  of  the  bar  represents  the  ma.ximum,  and  that  black 
dot  represents  the  in-between. 

Now,  some  of  these  estimates  were  given  as  so  much  plus  or  minus 
10  percent,  or  plus  or  minus  20  percent,  but  if  you  look  at  the  black 
dot  you  will  see  what  the  mean  was. 

^ This  really  tells  the  story  of  the  making  of  butadiene  from  alcohol. 
You  notice  that  back  in  November  29,  1942,  we  made  some  estimates, 
and  we  corrected  those  on  January  20,  1943.  I am  looking  at  the 
first  bar  on  the  left.  We  corrected  those  again  on  February  10,  1943 — 
or  as  a matter  of  fact,  we  left  them  exactly  the  same.  In  March  we 
used  just  about  where  the  black  dots  came,  you  see.  You  see  the  use 
stepping  up  gradually.  In  June  it  misfired.  We  had  a lot  of  trouble, 
so  we  did  not  get  up  to  our  estimate,  and  the  world  looked  a little 
black  there.  You  see  our  estimate  of  April  8,  1943,  reflected  our  dis- 
couragement a little  because  the  maximum  figures  for  June  were  down 
below  the  earlier  ones  that  had  been  given.  You  find  July  is  not  too 
good,  but  in  July  we  realized  we  were  going  to  come  out  of  our  trouble. 

Mr.  Sour  WINE.  Were  you  going  up? 

Mr.  Dewey.  We  were  going  up  very  fast.  So  you  see  there  a 
pretty  realistic  estimate  has  been  made,  at  that  time  for  October,  and 
you  see  in  October  our  actual  consumption  was  up  to  our  estimate, 
except  the  very  last  estimate  made  on  September  17. 

Now,  let  us  go  along  and  look  at  April,  the  last  figure,  and  see  how 
it  hit  the  various  estimates.  Well,  it  hit  every  estimate  excepting  the 
one  made  on  the  3d  of  March,  and  it  was  not  quite  up  to  that.  The 
figure  for  March  was  above  every  estimate  made  e.xcepting  an  esti- 
mate made  on  September  17,  where  it  was  on  the  button,  and  an 
estimate  made  on  March  8.  But  they  had  been  very,  very  close  to 
these  estimates,  and  the  whole  historical  background  of  every  esti- 
mate is  on  this  chart. 

Now,  the  last  estimate  as  you  see  it  here  reflects  365,000,000  gallons 
a year  of  alcohol  consumed.  The  highest  that  we  have  actually  used 
was  in  March,  which  was  at  the  rate  of  360,000,000  gallons,  and  we 
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dropped  down  a little  in  April,  which  I do  not  need  to  teU  you  was  a 
short  month  there,  and  we  had  some  boiler  troubles. 

Now,  what  are  we  going  to  use  is  what  you  probably  are  interested 
in. 

Mr.  Sourwine.  Very  much,  sir. 

Mr.  Dewey.  It  is  all  dependent  upon  factors  that  have  nothing  to 
do  with  alcohol.  We  have  estimated  our  requirements  of  rubber,  we 
made  out  an  advance  production  schedule  and  all,  in  which  we  assume 
that  the  petroleum  end  of  the  program  will  produce  so  much  butadiene. 
If  it  does  as  well  as  it  may  well  do,  and  perhaps  some  would  say  it 
should  do,  we  could  back  those  estimates  of  fifteen  to  twenty  thousand 
tons. 

Senator  Ferouson.  You  mean  back  these  off  [indicating]? 

Mr.  Dewey.  Million  gallons,  I mean.  Back  off  the  top  estimate, 
which  is  365,000,000.  Recently  the  petroleum  part  of  the  program 
started  to  swing.  Today  it  looks  pretty  good,  but  it  comes  in  terms 
of  the  over-all  delivery.  There  still  is  one  plant  which  is  not  in  at  all. 
There  is  one  plant  that  has  had  a very,  very  bad  break  tlu-ough  no 
fault  of  its  own.  I mean  the  ersatz  pipe  that  was  used  in  place  of  the 
cast-iron  pipe,  and  when  it  breaks  it  wrecks  the  refinery,  the  chemical 
plant.  Most  breaks  occur  in  the  first  2 or  3 months,  and  after  we  can 
get  them  out  of  our  system,  we  can  go  right  ahead,  but  one  refinery, 
because  of  no  fault  of  its  own,  just  killed  all  the  high  hopes  2 weeks 
ago,  and  it  probably  will  be  another  week  before  we  get  it  on  the  line 
again.  It  is  just  because  of  the  use  of  concrete  when  we  ought  to  have 
used  the  cast  iron. 

If  the  petroleum  fellows  deliver — and  their  delivery  is  not  depend- 
ent, to  my  mind,  upon  the  production,  but  it  depends  upon  the  demand 
of  the  high  octane  program  for  butylenes,  and  we  are  certainly  sharing 
the  same  butylene  supply  as  they  are— if  the  high  octane  program  can 
let  us  have  the  butylenes  we  can  and  will  back  off  on  alcohol.  We 
will  back  off  on  alcohol,  because  alcohol  butadiene  costs  us  five  times 
as  much  per  gallon,  under  today’s  conditions,  as  the  cheapest  of  the 
petroleum  butadiene  that  we  are  now  making. 

Senator  Ferguson.  You  mean  the  cheapest  of  alcohol  butadiene? 

Mr.  Dewey.  The  cheapest  petroleum  butadiene.  Alcohol  is  all 
the  same. 

Mr.  Sourwine.  That  is  about  90  cents,  isn’t  it? 

Mr.  Dewey.  The  butadiene  from  alcohol  is  all  the  same. 

Mr.  Sourwine.  Yes. 

Mr.  Dewey.  That  is  because  of  the  fact  that  Defense  Supplies 
buys  all  the  alcohol  and  it  is  averaged  before  we  get  it,  so  that  brings 
our  costs  all  out  the  same.  In  the  case  of  the  petroleum  we  buy  from 
the  separate  plants,  so  we  get  a plant  cost,  not  an  average  cost. 

Senator  Ferguson.  How  soon  do  you  anticipate  that  you  will 
realize  the  output  from  this  new  oil  expansion? 

Mr.  Dewey.  It  is  entirely  a question  of  high-octane  demands. 

Senator  Ferguson.  Do  you  have  any  knowledge  on  that,  as  to 
what  the  demands  will  be?  Have  you  any  estimates  on  that? 

Mr.  Dewey.  Well,  I think  I can  answer  your  question  by  saying 
that  the  demand  is  insatiable.  We  have  a guarantee,  what  some 
people  speak  of  as  the  Oklahoma  guaranty. 
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Mr.  Dewey.  I have  also  prepared  a copy,  in  graphic  form — it  seems 
to  me  that  is  the  best  form,  and  I hope  it  will  not  confuse  you — of  the 
various  estunates  we  have  made  for  consumptions  by  months,  and  the 
actuals  that  we  have  used  in  the  months  that  have  already  gone  by, 
starting  back  with  November  23,  1942,  when  we  submitted  our  first 
estimate.  Now,  I have  done  that  this  way  because  of  the  fact  that 
while  you  speak  of  figures  in  terms  of  a year,  the  actual  estimates  that 
we  have  made  and  which  are  of  value  in  analyzing  the  drift  of  our 
thinkingk  have  been  made  in  terms  of  months.  That  is,  we  forecast 
whenever  Dr.  Whitman  asks  for  it,  I think  it  is  once  every  4 to  6 
weeks,  somewhere  in  there,  perhaps  2 months,  if  it  is  not  changing 
enough.  We  forecast  our  probable  use  by  mouths,  so  I have  put  down 

the  estimates  here  in  a bar  chart. 

Mr.  SouRWiNE.  I notice  you  have  several  copies  of  those. 

Mr.  Dewey.  I have  got  enough  for  all  of  you. 

Mr.  SouRWiNE.  While  you  are  talking,  can  you  let  the  members  of 
the  committee  have  them? 

Mr  Dewey.  Yes.  Looking  at  these  here,  you  find  in  our  charts 
the  biack  bars.  That  is  what  we  actually  use.  The  gray  or  cross- 
hatched  gray  bars  of  these  estimates  represent  the  minimum  figure 
given.  The  top  of  the  bar  represents  the  maximum,  and  that  black 

dot  represents  the  in-between.  i i • 

Now,  some  of  these  estimates  were  given  as  so  much  plus  or  minus 
10  percent,  or  plus  or  minus  20  percent,  but  if  you  look  at  the  black 

dot  you  will  see  what  the  mean  was. 

This  really  tells  the  story  of  the  making  of  butadiene  from  alcohol. 
You  notice  that  back  in  November  29,  1942,  we  made  some  estimates, 
and  we  corrected  those  on  January  20,  1943.  I am  looking  at  the 
first  bar  on  the  left.  We  corrected  those  again  on  February  10,  1943— 
or  as  a matter  of  fact,  we  left  them  exactly  the  same.  In  March  we 
used  just  about  where  the  black  dots  came,  you  see.  You  see  the  use 
stepping  up  gradually.  In  June  it  misfired.  We  had  a lot  of  trouble, 
so  we  did  not  get  up  to  our  estimate,  and  the  world  looked  a little 
black  there.  You  see  our  estimate  of  April  8,  1943,  reflected  our  dis- 
couragement a little  because  the  maximum  figure's  for  June  were  down 
below  the  earlier  ones  that  had  been  given.  You  find  July  is  not  too 
good,  but  in  July  we  realized  we  were  going  to  come  out  of  our  trouble. 

Mr.  SouRwiNE.  W'ere  you  going  up? 

Mr.  Dewey.  We  were  going  up  very  fast.  So  you  see  there  a 
pretty  realistic  estimate  has  been  made,  at  that  time  for  October,  and 
you  see  in  October  our  actual  consumption  was  up  to  our  estimate, 
except  the  very  last  estimate  made  on  September  17. 

Now,  let  us  go  along  and  look  at  April,  the  last  figure,  and  see  how 
it  hit  the  various  estimates.  Well,  it  hit  every  estimate  excepting  the 
one  made  on  the  3d  of  March,  and  it  was  not  quite  up  to  that.  The 
figure  for  March  was  above  every  estimate  made  excepting  an  esti- 
mate made  on  September  17,  where  it  was  on  the  button,  and  an 
estimate  made  on  March  8.  But  they  had  been  very,  very  close  to 
these  estimates,  and  the  whole  historical  background  of  every  esti- 
mate is  on  this  chart. 

Now,  the  last  estimate  as  you  see  it  here  reflects  365,000,000  gallons 
a year  of  alcohol  consumed.  The  highest  that  we  have  actually  used 
was  in  March,  which  was  at  the  rate  of  360,000,000  gallons,  and  we 
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dropped  down  a little  in  April,  which  I do  not  need  to  tell  you  was  a 
short  month  there,  and  we  had  some  boiler  troubles. 

Now,  what  are  we  going  to  use  is  what  you  probably  are  interested 
in. 

Mr.  SouRWiNE.  Very  much,  sir. 

Mr.  Dewey.  It  is  all  dependent  upon  factors  that  have  nothing  to 
do  with  alcohol.  We  have  estimated  our  requirements  of  rubber,  we 
made  out  an  advance,  production  schedule  and  all,  in  which  we  assume 
that  the  petroleum  end  of  the  program  will  produce  so  much  butadiene. 
If  it  does  as  well  as  it  may  well  do,  and  perhaps  some  would  say  it 
should  do,  we  could  back  those  estimates  of  fifteen  to  twenty  thousand 
tons. 

Senator  Ferouson.  You  mean  back  these  off  [indicating]? 

Mr.  Dewey.  Million  gallons,  I mean.  Back  off  the  top  estimate, 
which  is  365,000,000.  Recently  the  petroleum  part  of  the  program 
started  to  swing.  Today  it  looks  pretty  good,  but  it  comes  in  terms 
of  the  over- all  delivery.  " There  still  is  one  plant  which  is  not  in  at  all. 
There  is  one  plant  that  has  had  a very,  very  bad  break  through  no 
fault  of  its  own.  I mean  the  ersatz  pipe  that  was  used  in  place  of  the 
cast-iron  pipe,  and  when  it  breaks  it  wrecks  the  refinery,  the  chemical 
plant.  Most  breaks  occur  in  the  first  2 or  3 months,  and  after  we  can 
get  them  out  of  our  system,  we  can  go  right  ahead,  but  one  refinery, 
because  of  no  fault  of  its  own,  just  Mlled  all  the  high  hopes  2 weefa 
ago,  and  it  probably  will  be  another  week  before  we  get  it  on  the  fine 
again.  It  is  just  because  of  the  use  of  concrete  when  we  ought  to  have 
used  the  cast  iron. 

If  the  petroleum  fellows  deliver — and  their  delivery  is  not  depend- 
ent, to  my  mind,  upon  the  production,  but  it  depends  upon  the  demand 
of  the  high  octane  progi-am  for  butylenes,  and  we  are  certainly  sharing 
the  same  butylene  supply  as  they  are — if  the  liigh  octane  program  can 
let  us  have  the  butjdenes  we  can  and  will  back  off  on  alcohol.  We 
will  back  off  on  alcohol,  because  alcohol  butadiene  costs  us  five  times 
as  much  per  gallon,  under  today’s  conditions,  as  the  cheapest  of  the 
petroleum  butadiene  that  we  are  now  making. 

Senator  Ferguson.  You  mean  the  cheapest  of  alcohol  butadiene? 

Mr.  Dewey.  The  cheapest  petroleum  butadiene.  Alcohol  is  all 
the  same. 

Mr.  Sourwine.  That  is  about  90  cents,  isn’t  it? 

Mr.  Dewey.  The  butadiene  from  alcohol  is  all  the  same. 

Mr.  Sourwine.  Yes. 

Mr.  Dewey.  That  is  because  of  the  fact  that  Defense  Supplies 
buys  all  the  alcohol  and  it  is  averaged  before  we  get  it,  so  that  brings 
our  costs  all  out  the  same.  In  the  case  of  the  petroleum  we  buy  from 
the  separate  plants,  so  we  get  a plant  cost,  not  an  average  cost. 

Senator  Ferguson.  How  soon  do  you  anticipate  that  you  will 
realize  the  output  from  this  new  oil  expansion? 

Mr.  Dewey.  It  is  entirely  a question  of  high-octane  demands. 

Senator  Ferguson.  Do  you  have  any  knowledge  on  that,  as  to 
what  the  demands  will  be?  Have  you  any  estimates  on  that? 

Mr.  Dewey.  Well,  I think  I can  answer  your  question  by  saying 
that  the  demand  is  insatiable.  We  have  a guarantee,  what  some 
people  speak  of  as  the  Oklahoma  guaranty. 
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I think  there  will  be  a little  backing  off  on  this  alcohol  to  the  tune  of 
perhaps  at  the  rate  of  15,000,000  gallons  a year.  That  is,  we  may  come 

down  to  350,000,000  rather  than  365,000,000.  * n u 7 

Mr.  SouRWiNE.  Did  you  say  Oklahoma  paranty  or  Arklahoma? 
Mr  Dewey.  “Arklahoma” — would  that  be  better?  I will  accept 
that  modification.  We  might  back  off  perhaps  in  the  first  of  beptem- 
her — August  or  September.  

Senator  Ferguson.  That  is  at  the  rate  of  15,000,000  a year. 

Mr.  Dewey.  Yes.  We  are  dealing  with  awfully  small  amo^ts  at 
the  top  end  of  this  thing  here,  when  you  talk  about  using  350,000,000, 

365,000,000,  or  340,000,000  and  the  fact  In  tlfis 

30  500,000  gallons  a month  and  we  only  take  29,500,000.  In  tnis 

type  of  estimating  we  are  perfect,  but  in  the  type  of  figures  you  are 

looking  at,  it  is  very  important.  ^ i i 

Mr.  SouRWiNE.  There  is  no  criticism  of  your  ^timate,  Colonel. 

Senator  Ferguson.  When  you  look  at  your  black  line  of  xMarch, 

how  many  million  gallons  has  that  used? 

Mr.  dLey.  The  black  line  of  March  was  30,000,000  gallons  for 

the  month. 

Senator  Ferguson.  Yes. 

Mr.  Dewey.  Approximately.  That  means  12  times  30  is  360,- 

Senator  Ferguson.  Then  you  came  down  in  April  r 

Mr.  Dewey.  We  came  down  in  April.  • j 

Senator  Ferguson.  Now,  what  was  the  reason  for  commg  down  m 

^^Mr.  Dewey.  It  was  1 day  shorter,  and  there  was  boiler  trouble  at 

^MrlouEWiNE.  Colonel  Dewey,  we  would  like  to  get  a few 
detailed  answers  for  the  purpose  of  comparison  ™ 

already  in  the  record.  I do  not  have  those  letters  yet  that 
going  to  contribute  for  the  record,  but  I will  ask  you  some  questions 

about  them  while  you  are  here.  . , i xi.  u-i-w 

Senator  Ferguson.  Before  you  go  into 
make  this  rubber  into  finished  products  anything  to-  do  with  the 

anmunto^^kohd(^^  no.  That  ^s  all  been  determined;  that 

has  all  been  set.  I would  like  to  say  this  off  the  record. 

The  Chairman.  Very  well. 

(Discussion  off  the  record.)  u i 

Mr.  SOURWINE.  Colonel  Dewey,  do  you  remember  when  it  was 

that  you  advised  Dr.  mitrnan  that  you  would  use  for  this  year  a 

15  it  was  328,000,000  plus  niinus 

;hVuru“LTt:  f TiSCd”  “pius“»r  That 

was  December  15. 

Mr.  De  ™ On^Ja^^  25,  I said  345,000,000  gallons,  plus  or 
minus  5 percent. 

Mr.  I^^rY.  In  other  words,  I stepped  it  up  at  that  time  to  take 
off  the  10  percent  leeway  there. 
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Mr.  SouRWiNE.  Yes,  sir.  That  w*as  an  indication  that  your 
maximum  use  per  year  would  be  365,000,000  pllons? 

Mr  Dewey.  He  was  told  we  would  more  likely  go  on  the  up  than 
down.  On  February  10  we  put  that  in  defimte  wntmg  where  we 

said: 

Thp  attached  table  gives  our  present  estimated  alcohol  requirements  of 
345  300  000  gallons.  This  is  an  increase  of  17,700,000  gallons 
of  December  15.  We  believe  this  new  estimate  is  probably  better  than  tht^e 
previously  made,  therefore  the  variation  limits  can  be  drop^d  from  plus  or 
minus  lO^percent  to  plus  or  minus  5 percent.  Mr.  Dewey  believes  that  actual 
consumption  is  more  likely  to  be  in  line  with  plus  or  minus  5 percent. 

Mr.  SOURWINE.  Was  that  the  last  communication  you  had  with 

Dr.  "V^itman?  , , , . x x-  f to 

Mr.  Dewey.  On  March  6,  we  told  him  our  present  estimate  is 

365,000,000  gallons. 

Mr.  SouRWiNE.  Was  that  for  1944? 

Mr.  Dewey.  That  was  the  calendar  year  1945. 

Mr.  SouRWiNE.  Yes,  sir.  That  was  your  letter  of  March  8 in 
answer  to  a letter  from  Dr.  Whitman  of  lidarch  6? 

Mr.  Dewey.  That  is  right,  yes.  ^ u 

Mr.  SotJRWiNE.  Do  you  have  Dr,  Wh.itman  s letter  there,  by  any 

chance? 

Mr.  Dewey.  No,  I haven’t  brought  his  letter  here. 

Mr  SouRWiNE.  Will  you  let  us  have  that.  Colonel  Dewey? 

Mr.  Dewey.  I would  be  glad  to  do  that,  and  I am  sure  he  would 

be  glad  to  submit  it.‘ 

Mr.  SouRWiNE.  That  is  fine.  . xi,  . t 

Mr.  Dewey.  Then,  on  April  7,  I said,  speakmg  of  1945,  that  1 did 
not  think  it  was  safe  for  us  to  contemplate  that  our  demands  for  that 
year  would  be  less  than  365,000,000  gallons.  That  was  dnfting  back 
to  this  year,  you  see. 

Mr.  SouRWiNE.  That  was  on  April — when? 

Mr.  Dewey.  April  7.  i i x j- 

Mr.  SouRWiNE.  Now,  Colonel  Dewey,  your  alcohol  butadiene 

plants  are  now  operating  at  approximately  180  percent  of  rated 
capacity,  are  they  not,  sir? 

Mr.  Dewey.  What  did  you  say? 

Mr.  SouRWiNE.  Your  alcohol  butadiene  plants  are  presently  operat- 
ing at  180  percent  of  rated  capacity,  are  they  not,  sir? 

Mr.  Dewey.  The  March  figures  I think  I can  give  you. 

Do  you  want  this  on  or  off  the  record? 

As  far  as  I am  concerned,  it  is  all  right  for  it  to  go  on  the  record. 
The  military,  for  some  reason  or  other,  wanted  it  off  the  record. 

Mr.' SouRWiNE.  Mr.  Donald  Nelson  testified  to  the  figure  of  170 

the  other  day.  , ,,,  , x 

Mr.  Dewey.  The  average  for  the  month  of  March  was  178  percent. 

Mr!  SouRWiNE.  That  is  about  as  high  as  they  can  go,  is  it  not, 
Colonel  Dewey? 

Mr.  Dewey.  One  plant  ran  187  percent,  and  one  umt  of  one  plant 

ran  205  percent.  , . x j 

Mr.  SouRWiNE.  That  is  tremendous  production  above  rated  capac- 
ity, is  it  not? 

1 The  letter  In  question  appears  in  the  appendix  at  p.  854. 


Mr.  Dewey.  Yes.  That  is  why  I say  it  could  be  driven  higher. 

Mr.  SouRWiNE.  You  do  not  think  that  is  quite  the  ceiling? 

Mr.  Dewey.  It  could  be  done. 

Mr.  SouRwiNE.  It  is  a practical  ceiling  as  far  as  your  estimates  go? 
You  are  not  estimating  on  driving  it  higher? 

Mr.  Dewey.  We  are  not  estimating  on  driving  it  higher;  no. 

Mr.  SouRwiNE.  Now,  you  are  apparently  estimating  on  the  basis 
of  nearly  a million  gallons  a day,  are  you  not,  sir? 

Mr.  Dewey.  Yes. 

Mr.  SouRwiNE.  From  here  on  in? 

Mr.^  Dewey.  Yes. 

Mr.  SouRwiNE.  You  have  left  those  figures  at  31,000,000  gallons 
even  taking  a 30-day  month? 

Mr.  Dewey.  Yes. 

Mr.  SouRwiNE.  Actually,  it  will  be  30,000,000  in  some  months? 

Mr.  Dewey.  We  make  all  our  estimates  not  in  term.s  of  days  but  in 
terms  of  months. 

Mr.  Sourwine.  In  figuring  30-day  months? 

Mr.  Dewey.  We  do  not  figure  31  days.  You  always  have  shut- 
downs, due  to  breaks,  and  you  just  average  them  out. 

Mr.  Sourwine.  The  best  estimate  of  what  you  can  use  for  the  rest 
of  the  year  is  a million  gallons  a day? 

Mr.  Dewey.  Three  hundred  and  sixty-five  million  gallons,  which 
happens  to  be  a million  gallons  a day.  It  has  nothing  to  do  with  our 
estimating  that  figure. 

Mr.  Sourwine.  Colonel  Dewey,  you  have  used  for  the  first  4 
months  of  this  year,  some  5,000,000  or' 6, 000, 000  gallons  less  than  a 
million  gallons  a day  rate,  have  you  not,  sir? 

Mr.  Dewey.  Yes;  and  we  so  estimated. 

Mr.  Sourwine.  Yes.  So,  for  this  calendar  year  your  actual  use, 
on  the  basis  of  your  estimates  of  use  for  the  remainder  of  the  year  will 
be  359,000,000  to  360,000,000  gallons,  is  that  right,  sir? 

Mr.  Dewey.  Yes;  that  is  right.  In  other  words,  what  you  are 
saying  is  we  have  no  plans  to  go  back  and  pick  up  the  deficit. 

Mr.  Sourwine.  That  is  right.  You  are  not  going,  to  push  this 
above  the  estimate  so  as  to  be  sure  you  will  use  the  365,000,000  gallons? 

Mr.  Dewey.  Not  unless  we  have  some  great  disappointments  on 
the  petroleum  end. 

Senator  Ferguson.  And  you  do  not  anticipate  those? 

Mr.  Dewey.  We  do  not  anticipate  those.  I want  to  make  that 
very  clear,  we  do  not  anticipate  those  deficits. 

Mr.  Sourwine.  Yes,  sir. 

Senator  Ferguson.  If  anything,  you  anticipate  that  that  will 
increase,  so  that  this  end  of  it  may  decrease? 

Mr.  Dewey.  I hope  so.  I would  rather  say  “hope”  than  “antic- 
ipate.” 

Mr.  Sourwine.  Now,  Colonel  Dewey,  your  butadiene  plants,  from 
petroleum  I should  say,  are  rapidly  coming  into  specification  produc- 
tion, are  they  not,  sir? 

Mr.  Dewey.  You  mean  by  “specification”  as  to  quality? 

Mr.  Sourwine.  Yes,  sir. 

Mr.  Dewey.  Their  quality  is  excellent. 

Mr.  Sourwine.  The  Neelies  plant  came  in  when? 

Mr.  Dewey.  The  latter  part  of  February. 
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Mr.  Sourwine.  When  you  say  “came  in”  there,  what  do  you 
mean? 

Mr.  Dewey.  Started  to  produce. 

Mr.  Sourwine.  Started  to  produce  up  to  specifications? 

Mr.  Dewey.  “Specifications”  to  us  means  quality. 

Mr.  Sourwine.  That  is  what  I am  trying  to  find  out. 

Mr.  Dewey.  It  does  not  mean  the  rate. 

Mr.  Sourwine.  No? 

Mr.  Dewey.  I want  that  clear. 

Mr.  Sourwine.  When  you  say  a plant  came  in,  you  do  not  mean 
it  is  up  to  capacity,  you  merely  mean  it  is  producing  a quality  which 
meets  specifications? 

Mr.  Dewey.  That  is  right. 

Mr.  Sourwine.  That  Neches  plant  came  in,  then,  in  February. 
Wlien  did  the  Houston  plant  come  in? 

Mr.  Dewey.  Baytown? 

Mr.  Sourwine.  Yes,  sir. 

Mr.  Dewey.  You  mean  the  Sinclair  plant  at  Houston? 

Mr.  Sourwine.  Yes,  su\ 

Mr.  Dewey.  The  companion  of  Neches? 

Mr.  Sourwine.  Yes. 

Mr.  Dewey.  The  latter  part  of  April. 

Mr.  Sourwine.  What  about  the  Shell  plant  in  California? 

Mr.  Dewey.  The  latter  part  of  April. 

Mr.  Sourwine.  When  do  you  expect  the  Lake  Charles  plant  will 
come  in? 

Mr.  Dewey.  They  assure  us  it  will  be  in  the  month  of  June. 

Mr.  Sourwine.  They  will  not  make  it  this  month,  then? 

Mr.  Dewey.  No. 

Mr.  Sourwine.  Now,  Colonel,  in  terms  of  rate  capacity  what  is 
the  Neches  plant  now  producing? 

Mr.  Dewey.  In  April,  106  percent  of  rated  capacity,  for  the  first 
half  of  Neches.  The  last  half  of  Neches  is  just  coming  on  the  line. 

Mr.  Sourwine.  That  is  what  I called  the  Houston  plant? 

Mr.  Dewey.  No. 

Mr.  Sourwine.  You  are  talking  about  the  A and  B plants? 

Mr.  Dewey.  The  A and  B at  Neches.  The  A is  a 50,000-ton  a year 
and  the  B is  50,000  tons,  an  exact  duplicate,  and  the  Sinclair  at  Hous- 
ton is  50,000  tons,  an  exact  duplicate.  They  came  on  the  line  in  this 
order:  Neches  A,  Sinclair  and  Neches  B. 

Mr.  Sourwine.  I see.  You  are  getting  106  percent  out  of 
Neches  A? 

Mr.  Dewey.  Yes. 

Mr.  Sourwine.  What  are  the  indications  from  Houston? 

Mr.  Dewey.  All  three  of  those  units  will  need  certain  mechanical 
additions. 

Mr.  Sourwine.  Yes,  sir? 

Mr.  Dewey.  Largely  in  compressor  capacity. 

Mr.  Sourwine.  The  plants  are  not  complete  now? 

Mr.  Dewey.  Wait  a minute.  No  chemical  plant  has  ever  been 
completed  yet. 

Mr.  Sourwine.  That  is  somethmg  I would  not  know  about. 

Mr.  Dewey.  I think  w^e  can  say  that.  In  other  words,  it  just  is 
not  in  the  nature  of  things  for  them  ever  to  be  completed. 
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Mr.  SouRWiNE.  Everything  that  was  drawn  up  in  the  original  plans, 

as  far  as  you  know,  is  in  there ; is  it  not?  , , , j # 

Mr.  Dewey.  Yes;  but  they  keep  finding  bottlenecks  and  so  forth. 
To  get  the  best  operation  and  to  be  sure  of  being  able  to  run  at  lUU- 
percent  capacity,  and  in  order  to  have  a probability,  given  fee 
stock«  of  going  over  capacitv,  there  will  have  tp  be  more  compressor 
o^pacTtfaf Nfches  A and  Nechea  B,  and  Sinclair  Now  that 
take,  say,  4 months  to  put  in^r  5 months,  perhaps.  Given  that 
additional  compressor  capacity  and  some  other  minor  improvements 
I prefer  to  say  rather  than  changes,  if  they  had  adequate  and  suitable 
feed  stocks,  they  could  probably  make^  well  over  rate  capacity. 

Mr.  SouRWiNE.  Does  the  Neches  A plant  have  any  compressors 

now  that  the  Houston  plant  does  not  have? 

IV'Tr  De^^ey  ^^0 

Mr!  SOURWINE.  So  that  with  Neches  A running  over  100  percent 
there  is  no  reason  to  believe  that  Houston  wuold  not  run  over  100 

^^Mn' Dewey.  Given  the  feed  stocks,  and  we  do  not  know  where  the 

extra  feed  stock  is.  • i r at  i „ n? 

Mr.  SouRWiNE.  The  same  can  be  said  of  Neches 

Mr.  Dewey.  Yes.  , o,  ,,  i *9 

Mr.  Sour  wine.  How  about  the  Shell  av,,ii 

Mr.  Dewey.  There  is  very  serious  feed-stock  shortage  at  bhtll. 

Mr.  Sour  WINE.  I was  just  talking  about  the  equipment. 

Mr.  Dewey.  The  equipment? 

Mr.  SouRWiNE.  Yes.  . 

Mr.  Dewey.  I think  they  have  got  enough  compressor  capacity. 

Mr,  SouRWiNE.  How  about  the  Lake  Charles  plant.  t ^ u 
Mr  Dewey.  Their  compressor  capacity  is  an  unknown  factor  De- 
cause’they  use  a different  type  of  compression,  a different  chemical 

^^flr!*^SouR^iNE!^^^  you  know  what  the  production  from  all  of 
th^e^pknte^vas^n  question,  you  ^ked  what  did 

Neches  A,  Neches  B,  Sinclair,  and  the  Shell  plant  at  Torrence  make- 

in  these  months,  is  that  right? 

Mr.  SOURWINE.  That  is  right.  . 

Mr  Dewey.  I have  got  to  do  a little  explaining  for  you. 

Out  in  Torrence,  we  have,  12  miles  away,  a thermal  CTacKing  plant 

at  the  Southern  California  Gas  Co.  That  plant 

butvlenes  The  butadiene  and  butylenes  are  sent  o\  er  in  impure  form 
to  the  Shell  plant.  The  Shell  plant  performs  two  functions.  It  puii- 
fies  the  butadiene  from  there  and  it  converts  the  butyknes  through 
the  dehydrogenation  process  like  the  other  plants  into  the  butadiene. 
As  your  quesrion  was  Ssked,  probably  the  proper  way  for  me  to  answer 
it  is  to  assume  you  mean  only  the  butadiene  from  butylene  at  Shell. 

Mr  So^S  wimt  I .1  trying  to  get  at  is  during  Marcl,  and 
April,  how  much  butadiene  from  petroleum  did  jou  get.^  ■ 

Mr.  Dewey.  That  is  a different  question.  I 
headed  toward  that.  1 brought  you  over  here  some  figures  that  you 

might  like  to  have  in  your  record.  . , 19 

The  Chairman.  Do  you  want  this  to  go  into  the  record. 

Mr  Dewey.  It  is  immaterial  to  me.  They  have  no  value  for  new^ 
1 brought  you  here  a table  of  productions  from  alcohol  and  petroleum 
by  months  throughout  the  program. 


LIQUOR  industry 


803 


Mr.  SouRWiNE.  That  is  fine.  , . , . ^ t 

Mr.  Dewey.  I would  rather  submit  this  to  you  oflf  the  record,  if  i 

"^Mr  SOURWINE.  Reserve  that  point  for  the  moment  and  hold  it  for 
later  submission  for  the  record,  because  we  may  have  some  questions 
about  it  that  you  might  be  able  to  answer.  We  do  not  want  to  be 

under  the  ban  of  not  talking  about  it  at  aU. 

Mr.  Dewey.  Now,  let  me  answer  the  question.  You  asked  it  lor 

March  and  April;  is  that  right? 

Mr.  SouRWiNE.  Yes,  sir.  . „„„„„ 

Mr.  Dewey.  Y’ou  want  it  in  percentages,  I imagme.  Sixty-seven 

nercent  was  from  alcohol  during  March.  „ . t 1 • 

Mr  SouRWiNE.  I was  not  asking  for  that  at  all,  sir;  I was  asking 
for  the  amount  of  butadiene  from  petroleum  that  you  had  received. 
Mr.  Dewey.  March,  15,850  tons,  and  Aprd,  17,849  tons 
Mr.  SouRWiNE.  And  I presume  you  ppect  production  this  month 

will  be  a little  higher  than  it  was  in  April  , , , 

Mr  Dewey.  That  is  right.  I think  if  you  take  these  figures  here 

they  may  be  of  interest  to  you.  The  highest  month,  from  the  sUnd- 
point  of  percentage  contribution  by  alcohol,  was  last  August,  when 
alcohol  made  78  percent  of  the  production.  It  ran  in  the  70  s,  high 
70’s,  all  the  way  along.  In  January,  it  made  It;  m Februaiy,  72, 

in  March,  67 ; and  in  April  64.  1 - • f 

Mr  SouRwiNE.  Now,  sir,  what  was  the  production  of  rubber  from 

alcohol  butadiene  during  the  first  quarter  of  this  year? 

Mr  Dewey.  The  production  of  Buna-S  in  the  first  quartei  of  the 
year  was  145,641  long  tons.  Now,  of  coui-se,  when  we  make  our 
butadiene  we  intei-mingle  it  all  together,  so  we  do  not  label  a ton  of 

rubber  as  made  from  alcohol  or  from  petroleum.  1-4^  9 

Mr.  SOURWINE.  Yes,  sir.  Do  you  consider  it  equal  in  quality.' 

Mr  Dewey.  The  rubber  is  equal  in  quality. 

The  Chairman.  Right  at  that  point.  Colonel  just  let  me  interrupt 
How  does  this  svnthetic  rubber  compare  w'lth  the  natural  rubber  that 
we  have  been  using  in  years  past  in  durability?  It  does  not  apply  to 
this  exhibit,  but  I would  just  like  to  know,  if  you  care  to  state. 

Mr  Dewey.  Well,  Senator,  you  are  talking  now,  I presume,  about 
the  Buna-S  or  GR-S,  which  is  the  major  part  of  the  program.' 

The  Chairman.  Y^es.  . , , , 1 v 

Mr  Dewey.  Some  of  the  specialty  rubbers  are  very  much  better, 

for  the  purposes  for  which  they  are  intended,  neoprene,  and  so  forth, 
but  for  the  general  purpose  of  making  tires  and  all  that,  you  ^n  say 
todav  that  the  passenger-car  tire,  the  small  tire  made  with  Buna-S 
has  to  all  intents  and  purposes,  the  equivalent  of  the  average  former 
grade  passenger-car  tire  made  from  crude  rubber.  „ 

Senator  Ferguson.  As  the  tire  increases  in  size,  wdiat  happens. 
Mr.  Dew^ey.  As  the  tire  goes  up  in  size  that  condition  changes. 
When  you  get  up  to  a tire,  we  will  say,  9.00-20,  up  there  some wh^e, 
YOU  head  into  a situation  where,  to  make  a good  synthetic  rubber 
tire,  you  must  have  rayon  cord,  and  even  with  rayon  cord  you  still 
need  some  crude  rubber  in  parts  of  that  tire,  say  30  percent.  A 
7 50-20  it  will  be  10  percent;  and  from  there  up  it  will  be  30  percent, 
u’nless  sUe  of  the  tires  are  great,  big  babies  where  we  still  cannot  get 
away  with  less  than  50  percent.  We  will  in  a short  time,  but  right 
now  there  are  a few  enormous  difficulties. 

The  Chairman.  Yes. 
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Mr.  Dewey.  We  can  say  this,  that  the  military  heavy  duty,  the 
large  tire  for  the  military  today  made  with  some  crude  but  mostly 
synthetic  and  rayon  cord,  is  the  equal  in  quality  of  the  military  tires 
that  we  made  before  the  war  with  all  crude  rubber,  which  happened 
to  be  made  with  cotton  cord.  Experience  since  the  last  summer  has 
demonstrated  the  fact  that  regardless  of  what  the.  differences  in  quality 
may  be  when  you  are  using  any  crude  rubber  and  cotton  wheri  you  go 
to  synthetics  rayon  becomes  a must.  It  is  the  difference  in  heat, 
something  of  that  kind. 

With  that  picture  before  us  we  then  go  to  our  next  type  of  tire, 
which  is  the  over-the-road,  intercity  truck  and  bus  tire.  There,  wth 
your  often  overloaded  tire,  your  high  speed,  relatively  high  speed  for 
long  trips  upon  hot  roads,  we  just  have  not  as  yet  got  a synthetic  tire 
that  is  the  equal  of  the  former  tire  made  with  crude  rubber.  We 
probably  haven’t  got  a tire  that  is  better  than  two-thirds  as  good 
because  as  your  synthetics  get  hot,  verj^  very  hot,  much  hotter  than 
they  ever  get  in  a passenger-car  tire,  their  characteristics  fall  off,  they 
do  not  stand  the  abuse  when  they  are  hot.  That  is  the  reason  why, 
for  these  great  big  babies,  we  still  haven’t  got  a tire  made  of  synthetic 
rubber  that  compares  with  crude  rubber.  Does  that  answer  the 
question? 

The  Chairman.  Yes.  It  is  very  interesting. 

Senator  Ferguson.  Now,  on  these  passeng(*r  cars,  you  say  the 
synthetic  tire  is  as  good  as  certain  types  of  crude  rubber.  Is  that 
because  we  are  only  driving  at  35  or  40  miles  an  hour? 

^Ir.  Dewey.  I would  like  to  say  this  off  the  record. 

The  Chairman.  Very  well. 

(Discussion  off  the  record.) 

Senator  Ferguson.  Now,  comparing  our  pro<;ess  and  our  rubber  to 

Russia,  are  we  as  good? 

Mr.  Dewey.  We  are  way  out  ahead. 

Senator  Ferguson.  What  about  the  Germans? 

Mr.  Dewey.  I am  talking  now  in  a field  that  I am  not  an  expert  in. 
Babcock  knows  more  about  it.  However,  I am  pretty  good  in  the 
field,  put  it  that  way.  I think  may  answer  to  the  question  is  this: 
From  all  I know,  and  from  all  we  know,  we  think  the  Gerrnan  Buna  S 
is  as  good  as  ours.  It  is  a little  different.  In  some  places  it  may  be  a 
little  better,  I do  not  know,  but  in  a great  many  places  oum  is  a little 
better.  But,  practically  speaking,  as  far  as  we  know,  it  is  about  as 
good  as  Buna  S.  On  the  other  hand,  frankly,  most  of  their  captured 
tires  have  more  crude  rubber  in  them  than  ours.  They  are  not  up  to 

us  on  tire-making  techniques.  i.  • o 

Senator  Ferguson.  In  other  words,  we  are  out  ahead  on  the  tire.' 

Mr.  Dewey.  We  are  ahead.  If  you  just  stop  at  the  Buna  S, 
probably  it  vdll  be  about  the  same,  or  probably  we  are  a little  ahead 
of  them,  but  not  enough  to  crow  about  it. 

Senator  Ferguson.  Is  Japan  using  any  synthetics? 

Mr.  Dewey.  Not  that  we  know  of. 

Senator  Ferguson.  We  haven’t  at  least  evidence  that  they  are? 

Mr.  Dewey.  No.  . . 

Mr.  SouRWiNE.  Colonel  Dewey,  I believe  yoq  said  that  synthetic 
rubber  production,  including  production  both  from  petroleum  buta- 
diene and  alcohol  butadiene,  was  145,641  tons  for  the  first  quarter  of 
the  year.  Is  that  correct,  sir? 
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Mr.  Dewey.  I guess  that  is  all  right. 

Mr.  SouRWiNE.  No,  can  you  tell  us,  sir,  how  much  butadiene  you 
have  produced  from  petroleum  during  the  first  quarter  of  the  year. 

Mr.  Dewey.  During  the  first  quarter? 

Mr.  SouRWiNE.  Yes,  sir.  .cc^^AA 

Mr.  Dewey.  The  total  butadiene  during  that  quarter  was  129,144 

. ^^Mr!s?uRWiNE.  We  might  put  a couple  of  prelininary  figures  in  the 

record.  A gallon  of  alcohol  makes  about  2%  pounds  of  rubber,  does  it 
not,  sir?  To  state  it  another  way,  it  takes  from  900  to  910  gallons  of 
alcohol  to  make  a ton  of  butadiene? 

* Mr.  Dewey.  That  is  the  figure  I just  gave  you.  I gave  you  the 
real  lowdown  there.  That  was  on  that  sheet  there. 

Mr.  SOURWINE.  That  is  right.  I am  simply  trymg  to  summarize  it 

for  an  average,  sir.  . • ,v,-  o 

Mr.  Dewey.  How  do  you  want  me  to  state  tins  tiling f 
Mr!  SouRWiNE.  I am  simply  trying  to  arrive  at  an  average.  It 
takes  900  gallons  of  alcohol  to  make  a short  ton  of  butadiene.  1 ou 
have  figures  here  ranging  from  930  to  834  and  you  have  drawn  a line 
under  that  and  you  have  a figure  of  890.  Does  that  mean  the  average 

or  the  mean?  . , , 

Mr.  Dewey.  That  means  it  is  about  the  figure  we  are  actually 

realizing  today.  That  is  for  butadiene. 

Mr.  SouRWiNE.  Yes.  , , , , , ^ r v + 

Mr.  Dewey.  That  is  the  gallons  of  alcohol  to  a short  ton  ol  buta- 
diene. . . , 

Mr.  SouRWiNE.  That  is  right,  890. 

Mr.  DeweY.  It  takes  91  more  gallons  to  make  the  styrene  there. 

Mr.  SouRwiNE.  Yes.  . . , 

Mr  Dewey.  When  vou  get  through  mixing  them  all  up  together 

vou  get  this  GR-S  from  alcohol.  You  find  that  it  takes  for  a long 
ton  of  GR-S  about  765  gallons  of  alcohol,  if  you  use  alcohol  to  make 
your  styrene,  or  742  if  you  use  ethylene  to  make  the  styrene. 

Mr  SouRWiNE.  I was  trying  to  come  out  with  the  ngurc  01  7oU. 

» Mr!  Dewey.  That  is  good  enough.  If  you  take  750,  that  is  aU 

ri^^ht 

“Ylr.  SouRWiNE.  That  was  preliminary  to  this  other  question 
Mr,  Dewey.  Yes,  I see.  \ou  took  2%  to  1,  is  that  the  idea. 

• Mr!  SouRWiNE.  That  was  it  pretty  roughly. 

Mr.  Dewey.  I cannot  quite  check  it  in  your  form.  ^ 

I think  you  are  right.  I do  not  want  to  guarantee  any  lawyer  s 

arithmetic ‘here  without  having  checked  it. 

Mr  SouRWiNE.  That  is  a laudable  precaution.  Do  you  have  the 
figure  yet  on  the  production  of  butadiene  from  petroleum  durmg  the 

first  quarter  of  the  year? 

Mr.  Dewey.  36,462  short  tons. 

Mr.  SouRWiNE.  Yes,  sir.  . , , , i x 

Mr  Dewey.  Now,  you  asked  me  whether  it  took  about— ^mat  was 

it?  two  and  one-half?  How  did  you  express  that?  Two  and 
one-half  what? 

Mr.  Sour  WINE.  We  are  past  that  point,  sir. 

Mr.  Dewey.  We  will  let  that  one  go  then  ivuthout  my  being 
committed. 

92968 — 44— pt.  3 
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\Ir.  Sour  WINE.  It  takes  approximately  1.2  short  tons  of  butadiene 
to  make  a long  ton  of  rubber,  partially  because  you  figure  the  one  in 
short  tons  of  2,000  pounds  and  the  other  in  long  tons  of  2,240  pounds? 
^Ir.  Dewey.  Because  you  use  some  styrene,  you  use  some  soap, 

and  so  on.  ^ ^ , 

Mr.  vSouRWiNE.  It  is  not  a dii*ect  conversion? 

Mr.  Dewey.  No. 

Mr.  SotJRWiNE.  That  would  mean  then  that  from  the  petroleum 
butadiene  that  you  had  during  the  first  quarter  you  could  have  made 
approximately  43,754  tons  of  rubber,  does  it  not,  sir? 

Mr.  Dewey.  Yes. 

Mr.  Sour  WINE.  So  that  you  had  about  102,000  tons  of  your 
production  during  the  quarter  to  come  from  alcohol  butadiene? 

Mr.  Dewey.  If  that  is  the  way  it  figures  out. 

Mr.  SouRwiNE.  That  is  a subtraction  figure. 

Mr.  Dewey.  About  110,000. 

^Ir.  SouRWiNE.  You  had  145,000  total  tonnage  and  43,000  to  come 
from  petroleum  butadiene,  so  that  would  leave  102,000,  would  it  not? 
Mr.  Lavender.  It  is  about  129,000  total. 

Mr.  SouRWiNE.  Wliat  is  129,000  total? 

^Ir.  Lavender.  All  butadiene,  I think. 

Mr.  SouRWiNE.  I am  using  the  figure  that  C^olonel  Dewey  just  gave 
us  of  145,641  tons  of  synthetic  rubber. 

Mr.  Lavender.  Yes. 

Mr.  SouRWiNE.  Now,  43,000  tons  of  that  could  have  been  produced 
from  the  petroleum  butadiene  which  you  made  during  that  quarter? 

Mr.  Lavender.  Yes.  , , , 

Mr.  SouRwiNE.  Leaving  about  102,000  tons  to  be  produced  from 

alcohol  butadiene?  . 

Mr.  Lavender.  Neglecting  inventory  changes  m butadiene,  you 

see.  We  have  tanks  out  here.  A tank  may  be  a little  fuller  one 

month  than  it  is  in  another  month. 

Mr.  SOURWINE.  I can  undei-stand  that,  but  you  always  have  those 

ups  and  downs. 

Mr.  Lavender.  Yes.  . ' 

Mr.  Dewey.  As  the  production  grows  the  inventories  back  of  them 

must  grow.  , . , , , . 

Mr.  Sourwine.  Oh,  yes,  and  as  the  production  of  petroleum  buta- 
diene grows  the  production  of  alcohol  butadiene,  you  have  stated, 
VOU  hope  can  be  cut.  Now,  if  you  had  102,000  tons  of  rubber  made 
from  alcohol  butadiene  at  the  rate  of  750  gallons  of  alcohol  per  ton 
of  rubber,  that  would  be  approximately  750,000  gallons  of  alcohol, 
would  it  not,  sir? 

Mr.  Dewey.  Now,  wait  a minute.  If  you  asked  me:  Wouldnt 

VOU,”  I am  going  to  check  every  figure  here. 

Mr.  Lavender.  That  is  75,000,000. 

Mr.  Sourwine.  I neglected  the  decimal  point.  That  would  be 

75,000,000,  would  it  not?  _ 

Mr.  Lavender.  Yes.  You  are  forgetting  the  Buna  N also  which 

has  to  come  out  of  this,  it  also  being  a butadiene  rubber. 

Mr.  Sourwine.  Perhaps  we  are  getting  all  tangled  up  in  figures. 

Let  us  start  in  talking  without  figures. 

Mr.  Dewey.  I think  if  you  jump  the  figuring  to  your  end  result, 

we  can  probably  discuss  it  and  get  along  faster. 
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Mr.  Sourwine.  All  right.  .u  ^ j 

Mr  Dewey.  Probably  we  have  been  over  that  ground. 

Mr!  Sourwine.  Your  production  from  petroleum  butadiene  took 
substantially  over  a quarter  of  the  load  away  from  alcohol  duiing 
the  first  quarter  of  the  year,  did  it  not,  sir? 

Mr  Dewey.  That  is  right.  . „ c . * , 

Mr,  Sourwine.  Now,  two  plants  came  m after  the  first  quarter 

of  the  year. 

Ivir  Dewey.  Ybs. 

Mr!  Sourwine.  One  of  them  came  in  late  in  the  first  quarter. 

Mr.  Sourwine.  So  that  it  seems  reasonable  to  believe  that  the 
petroleum  butadiene  production  will  take  a substantially 
amount  of  the  load  off  of  alcohol  during  the  reinainder  of  the  year? 

Mr  Dewey.  In  our  fifth  progress  report  that  all  set  forth 
graphically  right  there,  as  to  the  proportion  of  the  load  that  would  be 
handled  by — in  the  year.  That  is  in  exhibit  B. 

DEWEY.^Th?  alcohol  is  the  one  at  the  bottom,  the  dark  part 

^^'Di^Chmrman.  You  started  to  say,  the  proportion  of  the  load  that 

would  be  handled  by— and  you  paused  there 

Mr.  Dewey.  By  petroleum,  you  see.  It  goes  up  all  the  time. 
top  bars  there  are  the  different  types  of  butadiene  from  petroleum 

^^MrlouRWiNE.  This  chart  is  getting  toward  what  I am  worlang 
at  sir.  I was  about  to  ask  you  whether,  as  petroleum  butadiene 
production  went  up,  you  were  gomg  to  cut  down  on  production  of 

^^^i^^D^^WE?.^*No;  not  unless  petroleum  plants  carry  more  than  the 
load  reflected  in  this  chart.  It  is  all  that  we  are  ^rrying  as  yet  m 
our  estimates.  To  make  it  carry  more  than  this  we  have  got  to  obtain 
from  P A.  W.  more  butylenes  than  are  reflected  in  here.  , 

Mr.  Sourwine.  In  other  w^ords,  you  are  going  to  keep  on  making  dl 
the  rubber  you  can  make  from  all  the  alcohol  butadiene  and  from  all 

^^M^*^*^Dew™y!^^o1^ we  Le  going  to  make  the  amount  of  rubber 
contemplated  in  this  report.  That  is  not  all  the  rubber  we  could  make. 
We  could  make  more  than  is  contemplated  m this  report.  I hope  to 
make  more  than  is  contemplated  here,  because  this  contemplates 
ending  up  with  too  thin  an  inventory  position  at  the  end  of  the  year. 

Mr.^DEWEY.^In°rubb^^^^  I do  not  contemplate  making  all  of  the 

”^^Mr.^  ^UR^NE.  Wliat  is  your  synthetic  rubber  stock  pile  now, 

^^Mr.^^I^wEY.  The  total  stock  pile  of  all  rubbers  today  is  191,000 

^‘^Mr.  Sourwine.  How  much  of  that  is  synthetic?  Are  you  stock- 
piling synthetic  rubber? 

Mr.  Dewey.  Oh,  my,  yes.  i 

Mr  Sourwine.  Do  you  expect  to  mcrease  the  stock  pUe' 

' ’ ‘Mr.  Dewey.'  I think  we  will  find  all  the  answers  that  you  want  in 
here.’  '' 
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Mr.  SouRWiNE.  Colonel,  I keep  asking  questions  this  way  because 
this  chart  is  not  in  the  record.  There  is  a serious  question  whether 
it  can  be  reproduced  in  the  record.  All  the  record  can  show  is  the 
questions  and  answei*s. 

Mr.  Dewey.  All  right.  Let  us  go  back  here  to  what  you  have  in 
your  record  before  you,  that  is,  all  the  members  of  the  Senate  and 
House  have  it.  Exhibit  F here  shows  the  following  figures:  We  had 
at  the  start  of  the  year  a stock  pile  of  44,000  tons  of  synthetic,  and 

147.000  tons  of  crude,  or  a total  of  191,000  tons.  It  shows  that  at  the 
end  of  the  year  we  estimated  that  we  would  have  on  hand  113,000 

tons  of  synthetic,  55,000  tons  of  crude,  or  a total  of '168,000  tons.  We  • 

hope  that  we  will  be  able  to  have  more  than  that  amount  of  synthetic. 

Before  the  war  it  was  customary  for  the  rubber  industry  of  this 
country  to  carry  a groat  deal  more  than  that  total  in  the  form  of  crude 
alone,  and  before  the  war  the  country  had  coming  to  it  afloat  on  the 
water  some  45  days’  of  inventory.  It  had  available  to  it  all  of  the 
inventories  on  the  docks  and  in  the  godowns  and  warehouses  of 
Malaya,  Sumatra,  Java,  Ceylon,  and  so  forth,  and  it  had  back  of  it  in 
warehouses  of  London,  which  was  a big  warehousing  point,  more  than 
its  total  inventory  in  this  country,  so  there  was  available  ordinarily 
to  the  rubber  industry  of  this  country,  when  it  was  running  at  about 
two-thirds  of  the  capacity  it  will  be  running  or  is  running  now,  pretty 
close  to  some  2%  times  the  working  inventory  that  is  contemplated 
here  of  synthetics  and  crudes.  That  shows  you  how  thin  the  inventory 
position  is  and  will  be.  While  we  are  heading  here  towards  an  esti- 
mated inventory  of  perhaps  only  113,000  tons,  that  figure  should  be 
well  in  excess  of  150,000  tons,  to  be  reasonably  safe  and  have  proper 
inventories  for  a thousand  plants,  and  all  that. 

Mr.  SouRWiNE.  You  have  started  to  build  toward  that? 

Air.  Dewey.  We  have  got  to  build  toward  that.  As  our  crude 
comes  down,  we  have  to.  Today,  at  the  end  of  4 months,  our  inven- 
tory of  crude  and  synthetics  is  exactly  the  same  as  it  was  at  the 
beginning  of  the  year. 

Mr.  SouRWiNE.  If  you  are  building  a stock  pile.  Colonel,  does  that  , 

mean  that  the  rate  of  production  currently  exceeds  the  rate  of  con- 
sumption? 

Mr.  Dewey.  Well,  you  cannot  build  a stock  pile  unless  it  does. 

Air.  Sourwine.  Well,  as  you  are  going  to  have  increased  production 
as  the  year  goes  along  and  as  these  petroleum  butadiene  plants  begin 
to  come  out,  I mean  come  out  with  rubber,  that  means  yotir  excess  of 
production  over  consumption  is  going  to  climb,  is  it  not,  sir? 

Air.  Dewey.  Your  consumption  also  climbs.  As  is  shown  again  in 
exliibit  F,  the  contemplated  consumption,  called  here  “requirement,” 
calls  for  synthetic  to  be  used  at  the  rate  of  167,000  tons  in  the  first 
quarter,  182,000  tons  in  the  second,  209,000  in  the  third,  and  242,000 
in  the  fourth.  The  crude  goes  down  a little,  much  more  than  it  ought 
to.  Now,  it  shows  that  the  supply  of  synthetic  is  contemplated  to 
be  167,000  tons  in  the  first  quarter,  and  it  was  that  within  a few 
hundred  tons,  it  was  over  by  about  250,  as  I remember,  209,000  tons 
in  the  second  quarter,  230,000  tons  in  the  third  quarter,  and  257,000 
tons  in  the  fourth  quarter.  They  are  both  going  up  and  using  those 
figures,  the  stocks  of  synthetic  are  contemplat('xl  to  be  about  44,000 
at  the  end  of  the  first  quarter,  71,000  at  the  end  of  the  second  quarter, 

98.000  at  the  end  of  the  third  quarter,  and  113,000  at  the  end  of  the 
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fourth  quarter.  Those  stocks  are,  frankly,  too  low,  and  we  have 
every  hope  of  being  able  to  better  them.  I hope  we  will  not  bet^r 
them  in  the  only  way  that  w'e  so  far  have  bettered  them,  which  is  by 
not  making  as  much  rubber  goods  as  we  hoped  to  make,  expected  to 
make  and  could  make  but  were  not  able  to  make  because  of  other 

factors  in  the  supply  of  synthetics.  , . , r # 

Mr.  Sourwine.  You  mean  you  hope  soon  to  be  able  to  tree  tor 

production  a whole  line  of  civilian  rubber  goods? 

Mr.  Dewey.  No,  no;  I hope  to  be  able  to  meet  the  demand  for 
military  goods  which  we  arc  not  meeting,  and  I hope  to  be  able  to 
meet  somewhere  near  the  proper  dernand  for  truck  and  bus  tires  and 
essential  driving  in  this  country.  We  have  stated  our  goal  for  syn- 
thetics, civilian  passenger  tires,  which  is  a minimum  goal  of  22,000,000 
tires  as  against  the  30,000,000  we  thought  it  should  be  a year  ago. 

I have  no  expectation  or  even  faint  hope  of  bettering  that  22,000,000. 

I want  a crown  if  we  meet  it.  . . 

Mr.  SouiiwiNE.  I think  perhaps  you  wouW  deserve  it,  sir.  What 
I am  trying  to  get  at  is  this,  sir:  As  you  testified  here 

Mr.  Dewey  (interposing).  Is  not  basically  what  you  are  trying  to 
get  at  this;  Are  we  going  to  consume  rubber  to  make  nonessential 

civilian  items  at  the  expense  of  alcohol? 

Air.  Sourwine.  I appreciate  your  help,  but  I had  not  reached  the 
conclusion  that  I 'wanted  to  ask  the  question  that  you  have  asked. 
Will  you  answer  it,  sir? 

Air.  Dewey.  The  answer  is  we  have  no  such  plan. 

Mr.  Sourwine.  That  makes  the  record  on  that. 

Mr.  Dewey.  In  saying  that,  I am  not  assuming  the  driblets  of 
rubber,  such  as  go  in  the  girdles  and  a few  things  that  we  class  as 

essential.  . . j 

Mr.  Sourwine.  The  question  I was  going  to  ask,  sir,  is  this:  in 

view  of  yoiu*  testimony  that  the  cost  of  rubber  produced  from  alcohol 
butadiene  is  something  like  five  times  the  cost  of  rubber  produced 
from  petroleum  butadiene,  is  not  every  effort  being  made  to  cut  back 
on  the  use  of  that  high-cost  alcohol  just  as  rapidly  as  we  can? 

Mr.  Dewey.  Yes. 

Mr.  Sourwine.  Can  it  be  possible,  then,  that  you  do  not  see  any 
possibility  of  cutting  back  on  your  use  of  alcohol  butadiene  before 

the  end  of  1945?  , , , ..i- 

Mr.  Dewey.  Mr.  Sourwine,  I live  in  the  middle  of  this  thing  that 

you  are  living  in.  I live  in  the  thing  if  only  from  the  cost  standpoint 
alone.  Perhaps,  for  all  vou  know,  I like  a drink  as  much  as  the  rest 
of  the  fellows,  but  that  has  nothing  to  do  with  it.  I cannot  look  at 
those  cost  figures  and  not  live  in  the  middle  of  this  thing.  I would 
like  to  try  to  help  you  all  I can  by  short  circuiting  a lot  of  this  and 
just  tell  you  where  it  all  comes  back  to. 

Mr.  Sourwine.  All  right.  . 

Mr.  Dewey.  It  comes  back  to  this:  When  in  a few  months  our 
petroleum  butadiene  plants  are  in  shape  so  they  can  run  at  135  percent 
of  rated  capacity,  is  there  any  hope  as  of  that  time  of  our  getting  the 
butylenes  to  do  it?  That  ends  right  back  in  the  lap  of  the  military 
people  who  have' to  determine  whether  or  not  they  have  got  to  have 
those  butylenes  for  the  war.  Now,  this  problem  is  a three-sided  one, 
because  over  here  w^e  have  this  alcohol  picture;  over  here  we  have  the 
high-octane  gasoline,  and  we  sit  in  the  middle  and  everybody  wnuld 
love  to  put  a squeeze  play  on  us. 
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The  alcohol  fellow  says,  “Give  me  back  the  alcohol  so  I can  do 

something  else  with  it.”  , , , i.  i 

The  high-octane  gasoline  fellow  says,  “Give  me  back  the  butylene 

so  I can  make  more  high-octane  gasoline.”  , , • 

We  sit  underneath  here  and  say,  “There  is  so  much  isynthetic 
rubber  we  have  got  to  make,  and,  by  God,  you  are  going  to  give,  us 

the  raw  materials  to  make  it.”  f i i i • 

Basically  your  entire  argument,  as  far  as  the  use  of  alcohol  is  con-  • 

ccrned,  comes  right  down  to  this;  Can  that  alcohol  be  spared  in 
view  of  the  fact  that  if  it  is  used  to  make  butadiene  there  will  be  some 
more  butylenes  available  for  high-octane  gasoline?  You  are  in  that  ^ 

fix  and  you  cannot  get  out  of  it.  I try  to  get  out  of  it  every  day; 

I thinlv  I see  a new  hole  and  I start  to  run  out  of  it,  and  somebody 
hits  me  with  an  ax.  It  is  a complicated  picture. 

Senator  Ferguson.  Have  you  an  opinion  as  to  whether  or  not  any 
alcohol  can  be  released  from  the  rubber  program? 

Mr.  De’wey.  What  I tried  to  say  was,  the  answer  to  that  depends 
on  whether  the  petroleum  fellows  can,  by  twists  of  chemistry  arid 
intelligent  design,  and  mistakes  in  estimates  and  figures,  and  so  forth, 
sweat  out  a few  more  butylenes.  Also  the  question  of  how  f^t  you 
can  make  plants  to  make  more  butylenes,  and  so  forth.  It  is  all  a 

tremendously  complicated  problem.  ^ , 

Senator  Ferguson.  At  the  present  time  what  is  your  opimon, 

from  the  facts  you  have? 

Mr.  Dewey.  In  terms  of  a year  and  a quarter;  yes.  In  terms  of 
a shorter  time,  I haven't  made  up  my  mind  yet. 

Senator  Ferguson.  But  you  can  see  it  in  a year  and  a quarter 

from  now? 

Mr.  Dewey.  Yes. 

Mr.  SouRwiNE.  Originally,  Colonel,  is  it  not  true  that  the  program 
was  to  make  the  petroleum  butadiene  plants  the  basis  for  the  syn- 
thetic rubber  program? 

Mr.  Dewey.  I do  not  know  anything  about  what  happened  before 
the  Baruch  Report.  I have  never  read  the  record  and,  so  help  me 

God,  I never  intend  to.  . , - ' 

Mr.  SouRWiNE.  Do  you  know,  sir,  whether  it  was  ever  ^ntem- 

plated  that  the  alcohol  plants  which  were  taken  over  by  the  Govern- 
ment  as  an  emergency  measure  were  to  continue  as  the  foundation 

for  the  rubber  program  as  long  as  the  war  lasted?  , , x 

Mr.  Dewey.  Well,  I had  always  taken  it  for  granted  that  that 
was  the  case.  I always  thought  that  that  was  the  case. 

Mr.  SoiTRWiNE.  There  is  no  thought  in  your  mind  now  that  the 
distilleries  that  used  to  make  beverage  alcohol  will  be  allowed  to  go 
back  to  making  beverage  alcohol  as  these  additional  petroleum 

butadiene  plants  come  into  production? 

Mr.  Dewey.  I do  not  know  anything  about  that.  There  is  another 
division  between  me  and  the  distillery.  Dr.  Whitman  s crew  and  the 
food  fellows  enter  in  there,  and  all  that.  I do  not  know  what  will 

happen  there.  • i * -ii 

Senator  Ferguson.  In  other  words,  you  do  not  know  what  will 

happen  to  the  alcohol  that  may  be  released  from  the  rubber  program. 

Mr.  Dewey.  I have  plenty  worries  without  worrying  about  that 

°^Mr.  SouRWiNE.  Colonel  Dewey,  did  your  requirements  for  rubber 
show  a sharp  increase  in  August  or  September  of  last  year? 
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Mr  Dewey.  I think  it  was  just  about  then  that  they  did. 

Mr.  SouRWiNE.  And  about  that  time  you  notified  the  \\ar  m- 
duction  Board  that  your  estimates  were  up? 

Mr  SouRwiNE.  You  do  not  know,  in  view  of  that  fact,  why  it  is 
that  the  War  Production  Board’s  estimates  of  your  requirements  were 
lower  in  October  of  last  year  than  they  were  in  April  of  last  year? 

Mr.  Dewey.  Requirements  for  what? 

Mr.  SouRWiNE.  Alcohol  for  the  rubber  program. 

Mr.  Dewey.  I do  not  know  what  their  estimates  of  our  require- 
ments were.  I have  given  you  what  we  have  been  giving  them  since 

we  came  on  the  job  in  late  1942.  i 4.  * 

Mr.SouRWiNi  All  right,  sir.  Colonel  Dewey  did  you,  last  ^ 
or  September,  give  voice  to  any  opposition  to  the  War  Productio 

Board’s  plan  to  release  some  beverage -alcohol  production. 

Mr.  Dewey.  Not  that  I know  of.  I cannot  remember  whether  1 

knew’  about  that  fact  after  or  before.  _ u-  i- 

Mr.  SouRWiNE.  If  you  had  specifically  voiced  an  objection,  you 

would  remember  it,  w^ould  you  not,  sh?  i j 

Mr.  Dewey.  No;  not  at  the  rate  I was  going.  I would  be  lucky 

to  remember  tomorrow  what  I voice  today. 

Mr.  SouRWiNE.  You  might  have  come  m and  opposed  it  and  not 

now  remember  if  you  did? 

Mr.  Dewey.  I might  not  or  I might  have. 

Mr.  SouRWiNE.  So  you  might  have  opposed  it.'' 

Mr  Dewey.  For  all  I know.  I cannot  say  that  it  ever  came  up, 
or  that  anybody  ever  asked  me  about  it,  but  it  might  have  been  the 
c^e.  Dr.  Whitman  has  a lot  better  memory  than  I,  and  I w’ould  take 

Mr^SouTwuN^^^^^  Colonel,  what  is  your  minimum  working  stock  of 

that,  what  doe.  he  cons.der  a eat. 

minimum? 

Mr  SouRWiNE.  Yes,  sir.  i i i i t 

Mr’  Dewey.  We  have  as  of  today  storage  at  our  alcohol  plants  lor 

the  capacity  of  41,700,000  gallons.  At  the  end  of  April  we  had  m 
storage  32,600,000  gaUons.  That  is  about  the  usual  position  where 
you  would  expect  to  find  about  three-fourths  of  your  inventory 
» capacitv  being  used,  w'hen  you  have  a healthy  condition 

Mr.  SouRWiNE.  But  is  there  any  minimum  amount  below-  which 

you  could  not  go  and  keep  the  plants  operating?  iLp 

^ Mr  Dewey.  It  depends  upon  transportation  delays,  upon  the 
accuracy  of  scheduling,  whether  everybody  ships  on  t^e,  whethex 
the  empty  tank  cars  get  back  on  time,  whether  when  they  get  back 
thev  are  cleaned  properlv,  a thousand  and  one  things  of  that  kind. 
^4Vent  down  In  Jan^^arV  to  20,000,000  gallons.  Somewhere  aro^ 
there  is  probably  the  minimum.  As  a matter  of  fact,  at  that  time  1 
was  roarmg  like  a bull  in  a china  shop.  Even  with  that  much  inven- 
ton"  one  of  the  plants  was  in  very  bad  shape,  due  to  this  maldistribu- 
tion I spoke  of.  It  does  not  matter  much,  because  our  storage  is  part 
of  Dr.  Whitman’s  over-all  storage.  I would  say,  howe\^r,  if  we  get 
somewhat  below  25,000,000  gallons,  I would  probably  b^ ^ 
nervous  and  prettv  vocal.  That  would  be  less  than  a 30  days  supply, 
and  there  are  darned  few  industries  in  the  world  that  you  can  run  with 

inventories  of  less  than  30  days. 
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Mr.  SouRWiNE.  Is  butadiene  used  in  the  production  of  high-octane 
gasoline,  or  oidy  butylene? 

Mr.  Dewey.  Butadiene  is  not  used. 

Mr.  SouRwiNE.  Can  you  tell  us,  Colonel,  anything  about  who  is 
going  to  run  these  synthetic  butadiene  plants  after  the  war? 

Mr.  Dewet.  I cannot. 

Mr.  SouRWiNE.  Is  there  any  arrangement,  for  instance,  under  which 
Carbide  & Carbon  is  to  buy  the  Institute  plant? 

Mr.  Dewey.  There  is  none. 

Senator  Ferguson.  Is  there  any  post-war  program  for  that,  to  your 
knowledge? 

Mr.  Dewey.  I think  I can  go  further  and  say  there  is  no  post-war 
program,  hut  I have  delved  into  it  enough  to  say  there  isn’t  one  today. 

Senator  Ferguson.  As  far  as  these  plants  are  concerned? 

Mr.  Dewey.  Yes.  * 

Mr.  SouRwiNE.  \Miat  can  you  tell  us,  sir,  about  savings  anticipated, 
that  is,  savings  of  alcohol,  as  the  result  of  recovery  of  ether  from 
butadiene? 

Mr.  Dewey.  Well,  there  is  a program  of  savings  of  that  type  that 
is  going  on.  Whether  Dr.  ^^^litman  is  taking  those  savings  in  as  in- 
creased production  or  decreased  consumption,  I do  not  know.  I think 
they  are  being  considered  as  if  they  were  increased  production,  which, 
in  a sense,  many  of  them  are. 

Mr.  SouRWiNE.  What  do  they  amount  to,  sir,  do  you  know, 
roughly? 

Mr.  Dewey.  About  7,000,000  out  of  365,000,000. 

Senator  Ferguson.  What  percentage  would  that  be? 

Mr.  Dewey.  That  today  is  proved.  That  is  partly  where  I got 
the  year  and  a quarter  figure. 

Mr.  SouRwiNE.  If  those  savings  are  made,  sir,  will  that  reduce  the 
amount  of  alcohol  you  are  using,  or  wiU  you  stdl,  in  spite  of  that 
saving,  use  the  alcohol  at  the  rate  of  a million  gallons  per  day? 

Mr.  Dewey.  That  wTl  decrease  the  amount  we  can  use  without 
increased  production. 

Senator  Ferguson,  So  in  a year  you  would  use  about  7,000,000 
gallons  less? 

Mr.  Dewey.  Yes.  I want  to  put  in  there,  look  out,  when  you  use 
the  figure,  that  Dr.  Whitman  has  not  taken  it  in  as  increased  produc- 
tion in  his  estimates.  I do  not  know  which  way  he  is  considering  it. 
It  is  his  problem,  not  mine. 

Senator  Ferguson.  But  it  does  exist  as  a factor? 

Mr.  Dewey.  Yes. 

Senator  Ferguson.  So  the  5,000,000  that  you  already  save  and 
this  7,000,000  will  make  12,000,000  gallons. 

Mr.  Dewey.  Yes.  You  understand  it  wiU  take  a year  to  build 
those  plants,  to  make  these  savings. 

Senator  Ferguson.  It  will  take  a year? 

Mr.  Dewey.  Yes.  They  have  just  been  approved,  they  arc  just 
being  started.  There  is  a lot  of  chemistry  to  be  done  there  to  find 
out  what  could  be  done. 

Mr.  SouRwiNE.  Colonel,  is  there  any  separate  stock  pile  of  GR-S 
now? 

Mr.  Dewey.  I do  not  know  what  you  mean  by  that. 

Mr.  SouRwiNE.  Do  you  have  any  figure  that  you  consider  this  is 
the  stock  pile  of  GR-S,  or  do  you  just  lump  it  all  together? 
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Mr.  Dewey.  In  the  last  few  days  the  manufacture  of  GR— S has 
increased.  They  are  always  shipping  it  from  the  plant  to  the  war^ 
house,  or  from  the  warehouse  to  the  plant  that  made  it,  while  the 
chemists  are  analyzing  and  checking  stock  and  proving  it,  and  so  on, 
so  you  will  find  a certain  number  of  thousand  tons  there.  You  will 
have  15,000  tons  all  over  the  lot  there.  Then  there  is  always  a 
number  of  thousand  stock-piled  in  transit  from  the  plants  to  the 
consuming  points,  and  then  your  manufacturers  have  their  inventories. 
Mr.  SouRwiNE.  Those  are  all  pipe-line  figures? 

Mr.  Dewey.  That  is  all  they  are. 

Mr.  SouRwiNE.  That  is  what  I was  getting  at.  There  isn’t  any- 
thing above  the  pipe  line?  . , i 

Mr.  Dewey.  No,'  no.  We  have  had  a situation  m the  last  few 

months  where  fellows  hired  milk  wagons  to  take  GR-S  from  one 

factory  to  another  to  keep  it  going. 

Mr.  SouRWiNE.  You  are  not  saying  you  are  able  to  get  along 
without  so  many  tons  in  April,  or  5,000  tons  in  May  and  10,000  tons 
in  June,  for  instance? 

Mr.  Dewey.  I should  say  not.  I would  like  to  have  50,000  tons 

more  of  working  inventory  today  of  GR-S.  t / i 

Mr.  SouRWiNE.  Are  there  any  differences  in  the  policy  of  stock- 
piling this  rubber,  sir,  or  is  everyone  in  accord  on  the  necessity  for 

doing  it?  . - , ri_ 

Mr.  Dewey.  Well,  I never  heard  of  anythmg  in  the  rubber  program 

where  everybody  was  in  accord.  That  is  a new  idea.  I never  ana- 
lyzed that  one.  The  rubber  program  is  everybody's  program.  I do 
not  believe  everybody  is  in  accord  on  anything  we  are  doing.  Basi- 
cally I think  you  could  say  this,  that  the  rubber  companies  would  like 
to  buy  the  GR— S the  day  before  they  use  it,  so  that  it  does  not  tie 
up  any  money,  or  any  warehouse  space.  If  each  one  of  them  had 
their  way,  they  would  have  the  Government  build  a warehouse  right 
alongside  of  the  plant  and  warehouse  the  rubber,  and  take  it  over  in  a 
wheelbarrow  just  15  minutes  before  they  use  it.  To  that  extent  there 
is  a great  deal  of  difference  of  opinion.  They  carried  an  inventory 
before  the  war,  they  financed  it,  and  they  ought  to  carry  one  now, 
Mr.  SouRWiNE.  Synthetic  rubber  keeps  well,  does  it? 

Mr.  Dewey.  Oh,  yes,  this  rubber  will  keep  for  years.  u im 

Mr.  Sourwine.  Colonel,  I have  a paragraph  here  that  I should  like 
to  read  to  you  and  then  get  your  comment  on  it.  I know  you  may 
want  to  comment  on  it  at  some  length,  so  I put  it  that  way. 
(Reading:) 

Production  of  butadiene  from  alcohol  for  the  calendar  year  1944  was  scheduled 
at  351  337  short  tons,  which,  at  the  conversion  rate  of  900  gallons  of  alcohol  per 
short  ton  of  butadiene,  would  require  316,203,300  gallons  of  alcohol;  adding 

10.000. 000  gallons  of  styrene,  the  total  alcohol  consumption  would  not  exceed 
326,203,300  gallons,  against  the  War  Production  Board's  March  1 estimate  of 

347.000. 000  gallons,  a difiference  of  20,793,000  gallons. 

Mr.  Dewey.  I do  not  have  to  comment  very  long.  Apparently 
somebody  has  been  playing  with  figures.  It  goes  on  everywhere. 

Mr.  Sourwine.  Are  there  any  apparent  fallacies  in  that  statement, 

sir?  , - 

Mr.  Dewey.  There  must  be  some  or  we  could  not  come  out  with 

our  estimates.  ^ . 

Mr.  Sourwine.  Do  you  know  where  the  fallacies  are,  sir? 
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Mr.  Dewey.  No,  I do  not  even  know  what  the  memorandum  is 
that  you  are  reading  from. 

Mr.  SouRWiNE.  Why  would  you  say  the  memorandum  is  the  result 

of  playing  with  figures?  . . „ 

Mr.  Dewey.  We  have  got  estimating  fellows,  as  you  can  see,  in  our 

place,  making  estimates  that  are  pretty  darned  realistic.  We  hit  them 
pretty  close,  so  close  that  I sometimes  am  afraid  my  luck  might  change. 
Jf  J worried  about  all  the  other  fellows  that  tried  to  do  our  work  for 
us,  I would  have  a pretty  big  staff  oyer  there  on  our  pay  roll.  I am 
glad  I do  not  know  whom  I am  talking  about.  It  makes  it  easier  to 

Mr.  SouRWiNE.  Mr.  Chairman,  there  are  two  other  paragraphs  of 
this.  Perhaps,  if  the  committee  approves  and  if  Colonel  Dewey  is 
willing,  we  could  furnish  this  to  Colonel  Dewey.  He  could  give  them 
to  his  men  and  we  could  then  have  a memorandum  from  them  pointing 
out  where  the  fallacies  are,  and  we  could  put  both  in  the  record,  and 

then  we  could  have  the  picture. 

The  Chairman.  Very  well,  you  may  do  that.  . 

Mr.  Dewey.  Now,  wait  a minute.  Senator.  I have  given  you  all 
the  real  figures.  Why  do  1 have  to  go  through  all  of  the  other  figmes 
and  pick  out  miles  of  these  things?  The  reason  I say  this  is 
We  are  trying  to  run  an  efficient  organization,  and  we  are  running  that 
with  a 40  percent  personnel  of  what  we  had  a year  ago.  We  are 
driving  those  folks  like  nobody’s  business.  I just  hate  to  play  with 
all  the  small-boy  figures  aroimd  the  town.  The  best  indication  that 
those  figures  are  wrong  is  that  we  are  now  using  more  than  he  says 

we  use.  I have  got  a lot  of  data  here. 

The  Chairman.  Let  me  say  to  you.  Colonel,  the  counsel  for  this 
committee  will  not  use  small-boy  figures.  He  considers  it  serious  or 
he  would  not  put  it  to  you  in  that  way.  He  is  trying  to  get  your 
estimate  as  against  the  statement  that  has  been  made  public,  and  1 
think,  in  all  fairness,  it  should  be  worked  out.  I do  not  think  it  wih 
take  very  long  or  utilize  much  of  the  staff  that  you  have.  1 think 
probably  you  have  your  figures  already  compiled,  if  you  h^e  an 
answer  to  it.  I think  the  committee  would  like  to  have  the  figures 

and  would  be  entitled  to  them.  ^ i ii. 

Mr  Dewey.  Well,  you  shall  get  them,  sm.  I have  here  some  other 

figures  that  I brought  over  for  you  that  may  be  of  mterest.  They 
have  to  do  with  inventory  and  storage,  alcohol  consumed  for  various 
purposes,  and  so  forth.  We  will  let  you  take  any  figures  you  want. 
The  Chairman.  Is  there  anything  else.  Colonel  Dewey? 

Ivfr  Dev^ey 

The  Chairman.  Is  there  anything  else  you  have.  Counsel? 

Mr.  SouRWiNE.  No,  Mr.  Chairman. 

The  Chairman.  That  is  all.  o . 

Mr.  SouRWiNE.  I will  put  this  in  the  form  of  a letter,  oenator. 

The  Chairman.  Please  do  so. 

Thank  you  very  much.  Colonel.  _ ,i  • t 

Mr.  Dewey.  Fine.  Let  me  see  if  I have  given  you  everything  1 

brought  over  that  will  be  of  interest.  i, 

The  Chairman.  Give  us  everything  you  have  that  you  haven  t 

given  already.  We  will  meet  again  tomorrow  morning  at  10  o dock. 

(Whereupon,  at  11:45  a.  m.,  the  committee  recessed  until  the  follow- 
ing day,  Saturday,  May  20,  1944,  at  10  a.  m.) 
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SATURDAY,  MAY  20,  1944 

United  States  Senate, 

Subcommittee  of  the  Committee  on  the  Judiciary, 

Washington^  u,  C, 

The  subcommittee  met,  pursuant  to  adjournme^,  at  10:10  a.  m., 
in  room  357,  Senate  Office  Building,  Senator  Pat  McCarran  (chairman) 

Present:  Senators  McCarran  (chairman)  and  Ferguson. 

The  Chairman.  The  committee  desires  to  apologize  to  you  who 
have  been  called  here,  for  the  delay  that  has  been  occasioned,  and  due 
to  the  fact  that  we  have  a meetmg  of  the  Senate  at  11  o clock  on  an 
important  matter,  and  other  committees  have  been  called  for  this 
morning  as  well,  it  is  impossible  for  us  to  go  on  with  the  Scaring  tms 
morning.  The  meeting  will  be  postponed,  and  you  will  be  notified  at  a 

We^exceedingly  regret  this,  but  it  is  imperative  that  it  be  done. 

(Whereupon,  at  10:15  a.  m.,  the  committee  recessed  until  a later 

date  to  be  announced.) 
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I WEDNESDAY,  MAY  24,  1944 

United  States  Senate, 

Subcommittee  of  the  Committee  on  the  Judiciary, 

Washin0on,  D.  C. 

The  subcommittee  met,  pursuant  to  call,  at  2:15  p.  m.,  in  room  318, 
Senate  Office  Building,  Senator  Pat  McCarran  (chairman)  presidmg. 
Present:  Senator  McCarran  (chairman). 

Also  present:  J.  G.  Sourwine,  committee  counsel. 

The  Chairman.  The  hearing  will  come  to  order. 

I think  it  may  be  stated  that  the  questions  may  be  propounded  to 
Mr.  Berkshire,  but  if  Mr.  Berkshire  desires  to  refer  the  matter  to  any 

of  his  assistants  with  hm,  they  may  answer. 

Mav  we  have  your  r&pective  names  and  positions  for  the  record . 

I . 

STATEMENT  OF  STEWART  BERKSHIRE,  DEPUTY  COMMISSIONER, 

BUREAU  OF  INTERNAL  REVENUE 

Mr.  Berkshire.  My  name  is  Stewart  Berkshire.  With  me  are 
William  H,  Kennedy,  Assistant  Deputy  Commissioner,  and  Mr.  D.  E. 
Avis,  also  an  Assistant  Deputy  Commissioner. 

The  Chairman.  Very  well,  Mr.  Sourwine,  you  may  proceed. 

Mr., Sourwine.  I might  say,  Mr.  Chairman,  we  have  a stipulation 
with  Mr.  Berkshire  that  we  will  let  him  go  in  time  to  catch  a 4 o’clock 

^^^e  Chairman.  We  will  try  to  proceed  along  those  lines. 

Mr.  Sourwine.  He  did  not  stipulate  he  will  catch  the  train,  but  we 
will  let  him  go  in  time  to  do  so. 

Mr.  Berkshire,  If  we  do  not,  well,  then  we  will  go  on  another 

train.  . • -x  ^ xi.  ^ 

Mr.  Sourwine.  Mr.  Berkshire,  it  is  correct,  is  it  not,  that  yom 

agency  took  0;Vor  a job  that  had  to  be  done;  naniely,  an  attack  on  the 
black  market  in  liquor,  and  has  been  doing  that  job? 

Mr.  Berkshire.  W'ell,  we  have  been  contributing  somethmg  smee 

about  last  December,  Mr.  Sourwine. 

Mr.  Sourwine.  I am  not  trying  to  make  you  brag,  Mr.  Berkshire, 
but  I think  your  contribution  has  been  very  substantial. 

In  the  doing  of  that  job,  sir,  is  it  true  that  you  have  learned  some 
things  will  help  you  if  you  continue  to  do  it,  which  would  help  you  if 
you  na4;|«  start  to  do  it  again? 

Mr.  Berkshire.  Very  much;  yes,  sir. 

Mr.  SoiJawiNE.  Mr.  Berkshire,  is  it  true  that  on  many  occasions 
agents  of  the  Alcohol  Tax  Unit  find  themselves  hampered  to  some  de- 
gree in  tii^ih  enforcement  of  internal-revenue  laws  because  of  the  fact 
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that  serial  numbers  have  been  obliterated  or  removed  from  cases  of 
distilled  spirits? 

Mr.  Berkshire.  We  have  discovered  such  cases  in  connection  with 
this  same  program  you  speak  of,  the  black  market. 

Mr.  SouRwiNE.  Do  you  know  anything  about  the  approximate 
percentage  of  black-market  cases  in  which  obliteration  of  case  num- 
bers is  found? 

Mr.  Berkshire.  No;  I could  not  answer  it  just  that  way.  We 
have  found  a number  of  such  cases. 

Mr.  SouRWiNE.  It  runs  fairly  high,  doesn’t  it,  sir?  I mean,  the 
man  who  is  dealing  in  illicit  whisky  proceeds  to  eliminate  all  possible 
means  of  tracing  back  to  him,  if  he  can? 

Mr.  Berkshire.  Yes;  we  have  found  such  cases.  I would  not  say 
it  is  high  in  comparison  with  the  number  of  cases  we  have  had,  but  we 
have  found  a considerable  number. 

Mr.  SouRWiNE.  Is  it  true,  or  is  it  not,  sir,  that  your  Bureau  has 
cooperated  very  fully  with  the  committee  in  an  investigation  of  some 
of  the  problems  that  you  have  met  in  this  black -market  drive  that  you 
have  carried  on? 

Mr.  Berkshire.  We  have  endeavored  to  do  that;  yes,  sir 

Mr.  SouRWiNE.  And  do  you  recall,  sir,  what  the  percentage  was 
of  black-market  cases  in  the  Chicago  district,  where  obliterated 
serial  numbers  were  one  of  the  indices? 

Mr.  Berkshire.  I do  not  have  that  figure,  Mr.  Sourwine.  There 
were  cases  like  that  but  I never  undertook  to  determine  the  exact 
amount  in  numbers. 

Mr.  Sourwine.  Is  there  at  present  any  provision  of  law  or  any 
regulation  under  which  you  operate  which  definitely  requires  serial 
numbers  to  be  on  cases  of  liquor  when  they  reach  the  premises  of  the 
wholesale  or  retail  dealer? 

Mr.  Berkshire.  That  is  true  with  respect  to  bottled-in-hond 
whisky  at  present;  yes,  sir. 

Mr.  Sourwine.  With  respect  to  whisky  not  bottled  in  bond;  is  it 
true,  sir? 

Mr.  Berkshire.  No,  sir.  There  is  a regulation  requiring  it  but 
there  is  no  criminal  penalty  for  the  obliteration  or  removal  of  the 
numbers. 

Mr.  Sourwine.  If  there  is  a number  on  th<!  case,  the  man  reports 
it  on  the  form? 

Mr.  Berkshire.  Yes. 

Mr.  Sourwine.  If  there  is  none,  he  reports  an  unnumbered  case 
and  there  is  no  penalty  involved? 

Mr.  Berkshire.  Yes,  sir. 

The  Chairman.  In  what  class  of  liquor? 

Mr.  Berkshire.  Liquor  not  bottled  in  bond;  liquor  tax  paid  and 
bottled  in  tax-paid  bottling  houses  which  would  be  all  blends  and 
whiskies  other  than  bottled  in  bond. 

The  Chairman.  But  as  to  whisky  bottled  in  bond,  do  we  under- 
stand the  serial  number  must  be  on  the  case  or  a penalty  flows? 

Mr.  Berkshire.  Yes,  sir. 

Mr.  Sourwine.  Is  whisky  subject  to  seizure  if  found  in  cases 
from  which  the  number  has  been  obliterated? 

Mr.  Berkshire.  Not  with  respect  to  liquors  other  than  bottled 
in  bond. 
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Mr.  Sourwine.  It  is  with  respect  to  whiskies  bottled  in  bond? 

Mr.  Berkshire.  Yes,  sir.  . 

Mr.  Sourwine.  If  there  should  be  a statutory  change,  sir,  under 
which  you  were  authorized  to  issue  regulations  requiring  the  same 
degree  of  care  for  preservation  of  numbers  on  cases  of  unbonded 
whisky  as  is  now  required  on  cases  of  bonded  whisky,  would  you  use 
that  power  and  issue  a regulation? 

« Mr.  Berkshire.  Yes,  sir.  ...  ., 

Mr.  Sourwine.  Or  would  your  present  regulation  cover  it  if  you 

had  the  statutory  authority  for  it?  , , , ^ 

Mr.  Berkshire.  I think  it  would  cover  it  if  we  had  the  statutory 

*'  authority.  , , . , , , i i r i 

Mr.  Sourwine.  You  would  find  that  authority  would  be  a helpful 

thing?  . „ • 1 • .Li. 

Mr.  Berkshire.  We  could  use  it  very  well,  certainly  in  these  cases 

we  have  just  spoken  of. 

Mr.  Sourwine.  Mr.  Berkshii-e,  is  it  true  that  persons  who  receive 
permits  to  engage  in  the  sale  and  distribution  of  distilled  spirits  under 
the  Federal  Alcoholic  Administration  Act  are  not  required  to  renew 
their  permits? 

Mr.  Berkshire.  That  is  right.  . . 

Mr.  Sourwine.  In  other  words,  once  they  have  a permit  it  goes  on 
like  Tennyson’s  brook  forever  unless  it  is  suspended  or  revoked  under 
the  statute? 

Mr.  Berkshire.  That  is  right,  unless  there  is  some  change  m con- 

Mr.  Sourwine.  There  is  no  periodic  reexamination  of  the  per- 
mittee to  see  if  he  is  a fit  person,  that  he  has  been  conducting  his 
business  properly  and  all  that  sort  of  thing? 

Mr.  Berkshire.  No,  sir.  .....  r. 

Mr.  Sourwine.  If  you  catch  him  in  a violation,  you  can  go  after 

Mr.  Berkshire.  You  can  suspend  or  reoke  under  the  provisions  of 

• Mr.  Sourwine.  Does  the  fact  that  those  permits  are  not  required 

to  be  periodically  renewed  in  any  way  hamper  the  effective  regulation 
of  the  liquor  industry?  I mean  insofar  as  you  are  required  to  regulate 

it  to  administer  the  act.  • • j .i 

. Mr.  Berkshire.  I do  not  think  so,  unless  you  have  m mind  the 

fact  that  where  we  find  a permittee  in  violation  of  the  law  m e must 
cite  him  for  a first  violation,  suspend  and  then  we  must  have  a second 
violation  before  we  can  revoke  and  get  him  out  of  business,  and  with 
the  appeals  that  may  follow  he  might  continue  in  business  for  a con- 
siderable length  of  time.  I think  that  is  what  you  have  m mind. 

Mr.  Sourwine.  In  some  cases  it  has  run  as  high  as  2 years? 

Mr.  Berkshire.  Yes. 

Mr.  Sourwine.  A case  in  litigation? 

Berkshire  "Y"cs. 

Mr!  Sourwine.  If  there  was  a man  you  were  trying  to  get  out  of 
business  whom  you  knew  should  not  be  in  the  business  and  you  were 
doing  everything  you  could,  your  hands  would  be  tied  by  the  slovraess 
of  the  process  that  had  to  be  gone  through? 

Mr.  Berkshire.  That  is  right. 
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Mr.  SouRWiNE.  If  these  basic  permits  were  made  annually  renew- 
able, Mr.  Berkshire,  you  would  be  in  a position  to  hold  up  any  renewal, 
or  request  for  renewal,  untU  you  were  satisfied  that  the  permittee  was 
fulfilling  aU  the  requirements  of  the  act;  would  you  not? 

Mr.  Berkshire.  If  the  law  was  so  drawn? 

Mr.  SouRWiNE.  Yes,  sir. 

Mr.  Berkshire.  Yes,  sir. 

Mr.  SouRwiNE.  Would  you  care  to  express  an  opinion  upon  the 
psychological  effect  that  would  have  upon  the  permittee,  I mean 
knowing  that  his  case  was  going  to  come  up  for  annual  review?  Would 
a permittee  be  much  more  careful  in  his  observation  than  he  is  now,  or 
less  so,  or  would  it  make  no  difference? 

Mr.  Berkshire.  Most  likely  it  would,  I should  think. 

Mr.  SouRWiNE.  If  he  knew  you  fellows  were  going  to  look  down  his 
throat  6 months  from  now,  10  months  from  now,  he  would  be  pretty 
careful  what  he  did  in  the  meantime,  wouldn’t  he? 

Mr.  Berkshire.  I should  think  that  would  be  the  tendency;  yes, 
sir. 

Mr.  SouRWiNE.  You  mentioned  first  violations,  Mr.  Berkshire.  I 
just  want  to  get  that  point  clear.  You  cannot  revoke  a permit  now 
for  a first  violation;  is  that  right? 

Mr.  Berkshire.  Under  the  present  F.  A.  A.  Act. 

Mr.  SouRWiNE.  No  matter  how  serious  the  violation  is,  if  it  is  the 
first  one  you  cannot  do  that? 

Mr.  Berkshire.  That  is  right. 

Mr.  SouRWiNE.  You  have  to  wait  and  catch  him  again? 

Mr.  Berkshire.  That  is  right. 

Mr.  Sourwine.  Can  you  suspend  for  a first  violation? 

Mr.  Berkshire.  Yes,  sir. 

Mr.  Sourwine.  What  is  the  maximum  suspension  period  for  a first 
violation,  sir? 

Mr.  Berkshire.  I do  not  think  there  is  any. 

Mr.  Sourwine.  Do  you  recall  the  longest  suspension  you  have 
ever  put  on  or  recently  put  on? 

Mr.  Berkshire.  Six  months. 

Mr.  Sourwine.  If  you  tried  to  suspend  indefintiely,  the  man  might 
contend  that  was  tantamount 

Mr.  Berkshire  (interposing).  Tantamount  to  a revocation.  That 
is  what  we  have  in  mind  when  we  place  these  suspension  orders  on, 
that  we  will  not  in  fact  be  revoking. 

Mr.  Sourwine.  It  would  strengthen  your  hands,  would  it  not,  if 
you  had  the  power  to  revoke  for  a fii'st  violation,  if  it  were  a serious 
violation? 

Ml . Berkshire.  It  would,  certainly.  If  certain  types  of  violations 
arose  it  should  be  revoked  for  the  first  offense. 

Mr.  Sourwine.  That  is  a matter,  of  course,  which  should  be  dis- 
cretionary within  certain  limits  by  the  administrative  agency,  meaning 
yourself,  as  to  the  seriousness  of  the  violation? 

Mr.  Berkshire.  I think  so. 

Mr.  Sourwine.  Mr.  Berkshire,  you  spoke  of  the  possibility  of 
taking  as  long  as  2 years  in  some  cases  for  a review  of  your  order  of 
revocation  or  suspension.  All  that  time  the  permittee  is  allowed  to 
remain  in  business,  isn’t  he,  sir? 

Mr.  Berkshire.  Yes,  sir. 
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Mr.  Sourwine.  If  he  is  operatir^  in  the  black  market  he  continues 

to  operate  in  the  black  market? 

Mr.  Berkshire.  He  might.  . 

Mr.  Sourwine.  Of  course,  he  would  not  if  you  can  stop  it. 

Mr!  Berkshire.  That  is  right,  that  is  the  answer.  , 

Mr.  Sourwine.  But  while  his  appeal  to  the  Federal  court  is  bemg 

adjudicated,  he  is  in  business? 

Mr.  Berkshire.  He  is  in  busmess.  ...  , 

Mr.  Sourwine.  He  is  in  business  and  there  is  nothing  you  can  do 

that  would  stop  him  under  the  existing  law? 

Mr.  Berkshire.  That  is  right. 

The  Chairman.  Let  me  ask  a question  there. 

WTiere  does  this  liquor  for  the  black  market  come  from? 

Mr.  Berkshire.  The  liquor  that  is  in  the  black  market,  sir. 

Mr.  Berkshire.  WeU,  it  is  all  over.  It  is  liquor  that  a great  deal 
of  it  was  owned  through  warehouse  receipts  by  various  dealers, 
rectifiers,  who  have  since  and  during  this  emergency  withdrawn  and 
have  rectified  it,  blended  it,  bottled  it.  It  is  tax-paid  liquor. 

The  Chairman.  It  is  tax-paid  liquor?  , , , 

Mr.  Berkshire.  It  is  tax-paid  liquor  but  sold  to  the  dealers  at 

prices  bevond  the  ceiling  price.  i ^ j x u 

The  Chairman.  It  is  not  what  we  commonly  understand  to  be 

bootle.g  liquor?  , , x j * a 

Mr.  Berkshire.  It  is  not  bootleg  liquor  or  what  we  understand 

to  be  bootleg  liquor  produced  in  illicit  stills  un-tax-paid. 

The  Chairman.  There  is  some  of  that  liquor  now,  is  there  not. 
Mr.  Berkshire.  Bootleg  sphits;  there  is  some 
The  Chairman.  My  information,  and  I would  hke  to  know  il  tna 
is  confirmed  by  your  observation  or  study,  is  that  bootleg  liquor  is 

increasing  in  its  presence  throughout  the  country 

Mr  Berkshire.  That  is  not  our  experience,  beuator.  1 thmfc  it 
has  increased  within  the  last  5 or  6 months  over  a like  period  early 
in  last  year,  when  it  was  certainly  the  lowest  that  it  ever  has  been 
since  repeal.  The  fact  that  there  has  been  a slight  increase  within 
the  last  few  months  is  not  disturbing  because  it  is  still  at  a very  low 
level.  I might  say  that  is  due  largely  to  a lack  of  necessaiy  materials 

and  equipment  to  produce  illicit  spirits. 

The  Chairman.  Not  long  ago  there  appeared  a picture  m one  of  the 
local  papers— I believe  it  w^as  one  of  the  local  papers— a still  being 
demolished  by  revenue  people  or  by  those  in  your  department,  it 
was  rather  a crudely  made  still,  as  I recall  looking  at  the  picture. 

As  the  tax-paid 'liquor  becomes  scarcer  and  as  the  demand  for 
liquor  becomes  greater,  will  there  not  be,  based  on  your  judgment  and 
observation,  a greater  production  of  illicit  liquor?  i x t 

Mr.  Berkshire.  Certainly  that  would  be  true.  Senator,  but  1 
think  that  would  depend  almost  entirely  on  the  availability  of  mate- 
rials and  that,  of  course,  is  largely  sugar  or  sirup. 

Mr.  Sourwine.  The  bootlegger  cannot  go  to  the  W.  P.  B.  and  get  a 

prioritv. 

Mr.  Berkshire.  They  get  it  sometimes. 

The  Chairman.  They  get  it  just  the  same. 

Mr.  Berkshire.  They  get  it  just  the  same. 
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The  Chairman,  They  will  get  molasses  the  same  and  brown  sugar 
the  same  way. 

Mr.  SouRwiNE.  Mr.  Berkshire,  what  court  does  the  permittee  have 
recourse  to  if  he  wants  to  appeal  from  an  order  of  revocation? 

Mr.  Berkshire.  Circuit  court  of  appeals. 

Mr.  SouRwiNE.  You  think  it  perhaps  a reasonable  view  that  that 
fact  contributes  considerably  to  the  delays  and  the  possible  delays  hi 
getting  a judicial  determination  of  these  cases? 

Mr.  Berkshire.  Probably  so;  yes. 

Mr.  SouRwiNE.  If  he  had  the  right  to  go  into  the  Federal  district 
court,  there  would  not  be  such  a long  delay,  in  all  probability;  is  that 
right? 

Mr.  Berkshire.  There  should  not. 

Mr.  SouRWiNE.  There  should  not? 

Mr.  Berkshire.  That  is  right. 

Mr.  SouRwiNE.  By  the  same  token,  sir,  if  there  were  to  be  a provi- 
sion for  annual  renewal  of  these  licenses  so  that  a suspension  order 
might  last  for  a substantial  portion  of  the  license  period,  it  would  not 
only  be  an  aid  to  you  in  expediting  things  but  a matter  of  comity  and 
fairness  to  the  permittee  to  give  him  a forum  in  which  he  could  get  a 
speedy  review,  would  it  not? 

Mr.  Berkshire.  Yes,  sir;  I think  that  is  correct. 

Mr.  Sour  WINE.  Can  you  tell  us,  Mr.  Berkshire,  do  you  have  the 
authority  to  suspend  or  revoke  a permit  for  violation  of  the  Emergency 
Price  Control  Act? 

Mr.  Berkshire.  We  think  so. 

Mr.  SouRwiNE.  You  are  proceeding  on  that  basis? 

Mr.  Berkshire.  We  are  proceeding  on  that  theory,  yes;  and  our 
lawyers  have  held  that  we  do  have. 

Mr.  SouRwiNE.  There  is  no  specific  statutory  provision  to  that 
effect  at  the  present  time,  is  there,  sir? 

Mr.  Berkshire.  Well,  unless  it  comes  within  the  provisions  of  the 
act,  which  authorizes  suspension  or  revocation  of  a permit  for  viola- 
tion of  a law  relating  to  liquor,  and  we  think  it  does. 

Mr.  SouRwiNE.  Your  position  is  that  it  does? 

Mr.  Berkshire.  It  does. 

Mr.  SouRWiNE.  I certainly  do  not  propose  to  challenge  that  here. 
I simply  mean  to  bring  out  that  that  is  a matter  of  construction,  there 
is  no  specific  provision  for  that. 

Mr.  Berkshire.  No,  sir;  other  than  that. 

Mr.  SouRWiNE.  I take  it  that  since  you  are  so  construing  the 
provisions  under  which  you  operate,  you  would  be  in  fuU  accord 
with  a specific  provision  of  law  along  that  line? 

Mr.  Berkshire.  Certainly. 

Mr.  SouRwiNE.  Summarizing  just  a little  bit,  then,  Mr.  Berkshire, 
you  would  be  in  favor  of  legislation  which  would  permit  issuance  by 
the  Internal  Revenue  Bureau  of  regulations  forbidding  the  oblitera- 
tion of  serial  numbers  on  whiskey  cases  containing  nonbonded  liquor? 

Mr.  Berkshire.  Yes,  sir;  and  making  that  liquor  forfeitable. 

Mr.  SouRwiNE.  Making  it  forfeitable  to  the  Government? 

Mr.  Berkshire.  That  is  right. 

Mr.  SouRW'iNE.  That  would  have  a value  in  increasing  the  risk  of 
the  man  who  was  transporting  that  liquor,  wouldn’t  it? 

Mr.  Berkshire.  Yes,  sir. 


V 


Mr.  Sourwine.  It  would  be  subject  to  seizure  wherever  found? 

Mr.  Berkshire.  Yes,  sir. 

Mr.  Sourwine.  At  the  present  time  I suppose  if  that  man  has, 
perhaps,  a forged  consignment  paper  which  on  its  face  appears  good, 
he  might  get  away  with  it? 

Mr.  Berkshire.  Yes,  sir. 

Mr.  Sourwine.  You  would  then  favor,  sir,  expansion  of  the  au- 
thority of  the  Internal  Revenue  Bureau  to  permit  revocation  of  a 
permit  for  a first  violation? 

Mr.  Berkshire.  Yes,  sir. 

Mr.  Sourwine.  You  would  favor  necessary  changes  of  law  to 
make  it  required  that  these  basic  permits  under  the  Federal  Alcohol 
Act  be  renewed  annually? 

Mr:  Berkshire.  Yes,  sir. 

Mr.  Sourwine.  You  would  favor  giving  an  opportunity  for  appeal 
to  the  Federal  district  court  in  the  first  instance  rather  than  to  the 
circuit  court  of  appeals? 

Mr.  Berkshire.  Yes.  sir. 

Mr.  Sourwine.  You  would  favor  specific  language  permitting 
suspension  or  revocation  for  violation  of  Federal  laws  such  as  the 
Price  Control  Act? 

Mr.  Berkshire.  Yes,  sir. 

Mr.  Sourwine.  Would  you  also  favor,  sir,  authority  to  suspend 
or  revoke  a basic  permit  for  failure  to  conduct  operations  under  that 
permit  in  conformity  vdth  State  law? 

Mr.  Berkshire.  I do  not  think  it  is  necessary.  We  would  not 
issue  a permit  now  if  we  knew  they  w’ere  going  to  violate  a State  law. 
But,  whether  we  would  want  to  cite  a permittee  for  violation  of  local 
law,  I rather  doubt  it. 

Mr.  Sourwine.  Your  permits  at  the  present  time  do  require 
conformance  with  the  State  laws? 

Mr.  Berkshire.  That  is  right. 

Mr.  Sourwine.  Is  that  backed  by  any  statutory  authority? 

Mr.  Berkshire.  I am  not  certain  about  that.  I think  it  is  under 
the  general  authority.  I would  want  to  look  that  up. 

Mr.  Sourwine.  Have  you  ever  suspended  or  revoked  a permit  for 
violation  of  that  provision  in  the  permit? 

Mr.  Berkshire.  No,  sir. 

Mr.  Sourwine.  Do  you  recall  any  cases  where  you  ever  wanted  to? 

Mr.  Berkshire.  I do  not  know  that  I do.  We  do  not  endeavor 
to  enforce  the  State  laws. 

While  we  would  not  issue  a permit  if  we  knew  the  issuance  of  the 
permit  meant  a violation  of  State  law,  once  having  issued  it  and  we 
heard  some  fellow  was  selling  whisky  on  Sunday,  or  what  have  you, 
whatever  the  violation  was,  I do  not  think  we  would  feel  it  was  our 
business  to  step  in  and  take  action. 

Mr.  Sourwine.  Mr.  Berkshire,  I used  in  that  original  question 
what  was  intended  to  be  careful  language.  I spoke  of  revoking  a 
license  for  failure  to  conduct  the  business  in  conformity  or  in  accord- 
ance with  State  law,  rather  than  for  violation  of  State  law.  That  is, 
there  might  be  numerous  violations  of  State  law  that  would  not 
subject  a permit  under  reasonable  construction  to  either  suspension 
or  revocation.  But  the  question  concerns  the  conduct  of  the  business, 
that  is,  the  whisky  business,  whether  in  the  whisky  business  he 
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violated  State  laws,  that  is,  violated  the  State  whisky  laws,  not 
Sunday  closing  laws,  which  would  be  general. 

Mr.  Berkshire.  That  was  merely  an  illustration  to  cover  all 
sorts  of  provisions.  I would  rather  think  that  one  over  a bit,  I 
believe. 

Mr.  SouRWiNE.  It  might  be  something  for  reference  to  your  legal 
division. 

Mr.  Berkshire.  Yes;  I would  rather  not  ex])ress  myself  now  on  it.  * 

Mr.  SouRWiNE.  I have  no  further  questions  of  Mr.  Berkshire. 

The  Chairman.  Very  well. 

Mr.  SouRWiNE.  I have  a statement  I should  like  to  make  for  the  ^ 

record. 

The  Chairman.  In  his  presence? 

Mr.  Sour  WINE.  Yes. 

Mr.  Berkshire.  I should  like  to  say  this,  that  these  are  my  reac- 
tions to  these  various  things  and  not  that  of  either  the  Bureau  or  the 
Treasury  Department. 

Mr.  Sourwine.  I think  it  is  clearly  understood,  Mr.  Berkshire,  the 
committee  has  called  you  here  and  asked  you  questions  and  you  are 
not  to  be  charged  with  proposing  anvthing. 

Mr.  Berkshire.  That  is  right,  and  I am  not  saying  this  would  be  the 
ultimate  decision  of  the  Treasury  Department,  but  it  is  likely  to  be,  I 
feel. 

Mr.  Sourwine.  The  committee  has  been  shooUng  at  a rounded 
program  to  do  something  about  the  black  market  situation  and  about 
the  control  and  enforcement  problem  which  is  obviously  very  severe 
throughout  the  country,  particularly  in  the  so-called  monopoly  States. 

There  were  three  prongs  to  the  committee’s  efforts  in  that  regard ; 
one,  to  attempt  to  determine  whether  there  was  justification  for  a 
release  of  beverage  alcohol  at  this  time  or  in  I he  near  future,  either 
by  release  of  the  alcohol  itself  from  the  Government  stock  pile  or  by 
permitting  beverage  distillers  to  make  a certain  amount  or  a certain 
percentage  of  their  total  production  for  beverage  purposes. 

The  second  prong  of  the  program  was  the  question  of  possible 
tightening  of  the  laws  so  as  to  put  additional  weapons  into  the  hands  * 

of  those  who  are  enforcing  the  laws. 

The  third  prong,  of  necessity,  is  some  provision  for  a more  equitable 
distribution  or  allocation  of  the  available  supply  of  alcoholic  beverages, 
whether  it  is  to  be  the  supply  presently  available  or  an  increased  supply  * 

to  be  made  available  in  the  future. 

In  that  regard  and  after  a review  of  the  existing  statutes,  the  com- 
mittee counsel  came  to  the  opinion  that  under  title  III  of  the  Second 
War  Powers  Act,  the  President  could  order  the  War  Food  Adminis- 
trator to  allocate  the  available  supply  of  beverage  alcohol  since  he  had 
defined  alcoholic  beverages  as  food  in  Executive  Order  9280. 

Several  conferences  have  been  held  wdth  officials  of  the  War  Food 
Administration  and  Mr.  Grover  B.  Hill,  Assistant  Administrator,  has 
agreed  to  furnish  the  committee  with  a memorandum  stating  liis 
position  on  this  point.  I have  the  memorandum,  Mr.  Chairman,  and 
I should  like  to  offer  it  for  the  record,  and  if  you  approve  I shall  read  it. 

The  Chairman.  You  might  read  it.  , 

hir.  Sourwine.  I might  say  parenthetically,  Mr.  Chairman,  that 
Mr.  Hill  has  advised  the  committee  that  this  statement  presents  his 
views  fully;  that  he  has  no  desire  to  hedge  from  it,  retract  from  it,  or 
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add  to  it  in  any  way  and  that  he  saw  no  reason  for  coming  down  hero 
and  reading  it.  [Reading;] 

Statement  op  Grover  B.  Hill  With  Regard  to  the  Power  of  the  War 
Food  Administrator  to  Allocate  Alcoholic  Beverages 

I have  been  requested  by  your  committee  to  discuss  briefly  the  power  of  the 
War  Food  Administrator  to  issue  an  order  allocating  the  available  supply  of 
alcoholic  beverages,  including  whisky.  As  will  appea,r  in  greater  detail  in  the 
latter  portion  of  this  statement,  the  Administrator  would  probably  have  power,  if 
the  requsitie  findings  can  be  made,  to  issue  such  an  order  although  its  adinitustra- 
tion  would  encounter  many  practical  difficulties.  In  the  event  that  it  is  deter- 
mined  to  issue  such  allocation  order,  a further  question  arises  as  to  the  Govern- 
mental agency  in  which  should  be  vested  the  authority  to  administer  and  enforce 

the  order 

The  authority  of  the  War  Food  Administrator  to  exercise  the  allocation  power 
is  derived  from  title  III  of  the  Second  War  Powers  Act,  1942.  The  relevant 

provision  in  that  statute  is  as  follows;  ^ . r .t 

“Whenever  the -President  is  satisfied  that  the  fulfillment  of  requirements  for  the 
defense  of  the  United  States  will  result  in  a shortage  in  the  supply  of  any  material 
or  of  any  facilities  for  defense  or  for  private  account  or  for  export,  the  1 resident 
may  allocate  such  material  or  facilities  in  such  manner,  upon  such  conditions,  and 
to  such  extent  as  he  shall  deem  necessary  or  appropriate  in  the  public  interest  and 

to  promote  the  national  defense.”  , . -j  * j i . j 

Insofar  as  food  and  food  facilities  are  concerned,  the  President  delegated  the 
allocation  powers  to  the  Secretary  of  Agriculture  and  later  to  the  \\  ar  Fo^ 
Administrator  bv  Executive  Orders  9280,  9322,  9334,  and  9392  (7  F.  R.  10179, 
8 F R 3807.  5423,  and  14783).  It  seems  clear  from  the  definition  of  food  m 
Executive  Order  9280  that  alcoholic  beverages  intended  for  human  consumption 
are  foods  and  hence  subject  to  the  jurisdiction  of  the  War  Food  Administrator, 
although  the  Executive  order  also  provides  in  effect  that  commodities  and  prod- 
ucts may  be  excluded  from  the  term  upon  his  determination.  This  being  true,  if 
the  War  Food  Administrator  determines  that  the  requisite  shortage  exists  or  will 
exist  with  regard  to  the  supply  of  alcoholic  beverages  for  defense,  for  private 
account  or  for  export,  and  if  he  ha.s  not  determined  to  exclude  alcoholic  beverages 
from  the  definition  of  “food,”  he  may  issue  an  order  of  allocation  with  respect  to 
alcoholic  beverages.  But  any  such  allocation  order  may,  under  the  limitation  set 
forth  in  the  Second  War  Powers  Act,  1942,  contain  only  such  regulation  or  alloca- 
tion a!k  the  War  Food  Administrator  determines  to  be  necessary  or  appropriate 
in  the  public  interest  and  to  promote  the  national  defense. 

In  addition  to  the  necessity  for  determining  that  any  such  regulation  or  a,lloca- 
tion  can  be  made  effective  only  in  the  event  it  is  necessary  or  appropriate  in  the 
public  interest  and  to  promote  the  national  defense,  certain  limitations  I.ne 
allocRtion  power  should  be  borne  in  mind.  To  begin  with,  the  War  Food  Admin- 
istrator has  consistently  taken  the  position  that  the  powers  contained  m title  III 
of  the  Second  W’ar  Powers  Act,  1942,  are  not  sufficient  to  enable  him  directly  to 
force  or  require  the  sale  or  distribution  of  any  commodity.  He  may,  however, 
take  the  position  that  if  a particular  commodity  is  used,  sold,  or  otherv-'ise  trans- 
ferred the  conditions  specified  in  the  allocation  order  must  be  observed.  Thus, 
although  the  W^'ar  Food  Administrator  probably  could  not  require  the  holders  of 
alcoholic  beverages  to  release  them  for  sale,  he  could  require  that  if  such  beverages 
are  sold  or  otherwise  distributed,  the  distribution  must  be  in  accordance  with  the 
plan,  set  forth  in  the  order,  designed  to  result  in  a fair  or  equitable  distribution  of 

the  scarce  commodity.  x a-  ■ ^ 

Paragraph  4 of  Executive  Order  9280  provides  m substance  that  rationing  of  a 
scarce  commodity  at  the  consumer  level  is  to  be  carried  on  by  the  Office  of  Price 
Administration  acting  at  the  direction  of  the  W’ar  Food  Administration.  There- 
fore, if  civilian  rationing  is  contemplated,  it  would  be  necessary  for  the  Office  of 
Price  Administration  actually  to  conduct  the  rationing  in  accordance  with  direc- 
tives issued  by  the  W/^ar  Food  Administration.  * -u*4. 

The  twenty-first  amendment  to  the  Constitution  of  the  United  States  prohibits 
the  transportation  or  importation  of  intoxicating  liquors  into  any  State,  Territory, 
or  possession  of  the  United  States  for  delivery  or  use  therein  in  violation  of  the 
laws  thereof.  Consequently,  any  allocation  order  issued  by  the  War  Food 
Administration  would  have  to  be  consistent  with  the  laws  of  the  States.  Thus, 
the  allocation  order  would  be  inoperative  in  dry  States,  and  in  States  operating  a 
system  of  State  control  the  order  could  not  interfere  with  that  system. 
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Even  though  the  War  Food  Administrator  may  have  jurisdiction  to  allocate 
alcoholic  beverages,  no  attempt  has  been  made  to  issue  an  allocation  order  with 
respect  to  alcoholic  beverages.  Allocation  quotas  for  brewers  are  established 
pursuant  to  Food  Distribution  Order  No.  66,  as  amended,  with  regard  to  malt, 
rice,  and  hops,  but  the  beer  and  ale  produced  by  the  brewers  are  not  allocated 
with  resf>ect  to  the  distribution  thereof.  Other  allocation  orders  may  affect, 
directly  or  indirectly,  the  amount  of  other  materials  which  can  be  used  by  brewers. 

The  War  Production  Board  regulates  to  some  extent  the  facilities  which  may  be 
used  for  the  manufacture  of  distilled  liquors  for  beverage  purposes.  If  an  allo- 
cation order  with  respect  to  alcoholic  beverages,  in  general,  is  to  be  made  effective 
by  the  War  Food  Administrator,  it  appears  that  wholesale  distributors,  totaling 
approximately  20,000,  and  retailers,  numbering  approximately  400,000,  will  be 
regulated  by  the  order.  The  task  of  administering  and  enforcing  an  order  of 
such  magnitude  and  scope  will  necessarily  call  for  a large  number  of  employees  ^ 

with  aptitude  and  experience  in  such  line  of  work.  The  War  Food  Administra- 
tion does  not  have  the  experienced  or  qualified  personnel  necessary  to  enable 
it  to  administer  effectively  and  enforce  properly  an  allocation  order  dealing  with 
alcoholic  beverages  of  this  character.  Furthermore,  the  War  Food  Adminis- 
tration operates  on  a budget  which  is  not  more  than  sufficient  for  its  present 
needs.  The  War  Food  Administration  is  charged  with  the  duty  and  is  presently 
discharging  the  responsibility  of  allocating  food  commodities  of  vital  importance 
in  carrying  on  the  war  and  in  maintaining  proper  food  distribution  for  the  civilian 
population.  The  War  Food  Administration  is  confronted  with  a manpower 
shortage  of  increasing  severity.  Under  these  circumstances,  the  use  of  men  and 
money  to  administer  an  order  with  regard  to  alcoholic  beverages  would  be  highly 
questionable. 

The  attention  of  the  committee  is  directed  to  the  fact  that  the  Federal  Alcoholic 
Administration  Act  (27  U.  S.  C.,  1940  ed.,  202  ff.)  provides  for  rather  broad 
control  over  the  liquor  industry.  The  statute  includes  provisions  with  regard 
to  licensing  and  prohibiting  numerous  unfair  trade  practices  relative  to  consign- 
ment sales,  misleading  labels,  and  deceptive  advertising.  The  statute  originally 
created  the  Federal  Alcohol  Administration;  however,  by  Reorganization  Plan 
No.  3 (5  F.  R.  2108),  effective  June  30,  1940,  the  Federal  Alcohol  Administration 
was  abolished  and  its  functions,  records,  property,  j>ersonnel,  and  funds  were 
transferred  to  the  Secretary  of  the  Treasury  to  be  administered  through  the 
Bureau  of  Internal  Revenue.  In  the  event  that  it  becomes  necessary  for  the 
War  Food  Administrator  to  issue  an  allocation  order  governing  the  distribution 
or  disposition  of  alcoholic  beverages,  it  would  seem  to  be  appropriate  to  consider 
the  desirability  of  delegating  to  the  Bureau  of  Internal  Revenue  the  admijiistra- 
tion  and  enforcement  of  such  order.  In  view  of  the  experience  of  the  Bureau  of 
Internal  Revenue  in  regulating,  in  some  respects,  the  liquor  industry  and  the 
possession  by  such  Bureau  of  trained,  qualified,  and  experienced  personnel,  it 
would  seem  that  the  Bureau  of  Internal  Revenue  may  be  able  to  exercise,  in  a 
more  efficient  and  effective  manner,  the  necessary  regulatory  po^vers  with  regard  ^ 

to  such  allocation  program. 

That  is  the  end  of  the  memorandum,  Mr.  Chairman. 

I thought  Mr.  Berkshire  should  hear  it  because  the  last  part  of  it 
refers  to  his  agency.  ^ ^ 

The  Chairman.  Mr.  Berkshire,  there  are  just  one  or  two  questions 
I want  to  ask  you  to  clear  up  some  matters  in  my  own  mind. 

Does  your  Bureau  know  the  amount  of  liquor  that  is  in  storage  in 
this  country? 

Mr.  Berkshire.  Yes,  sir. 

The  Chairman.  About  how  long,  estimathig  on  the  basis  of  the 
average  consumption  that  took  place  a year  previous  to  the  war, 
would  that  liquor  last  if  it  is  released? 

Mr.  Berkshire.  To  the  extent  of  the  present  demand?  Do  you 
want  that  equal  to  the  demand  of  the  year  previous? 

The  Chairman.  Yes. 

Mr.  Berkshire.  That  would  ge  in  the  neighborhood  of  150,000 
gallons  a year  and  it  would  last  in  the  neighborhood  of,  roughly,  2 
years. 
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The  Chairman.  That  is  the  amount  of  liquor  now  in  storap?  If 
it  were  let  out  at  the  rate  it  was  called  for  during  the  last  year  of  peace, 

it  would  last  about  2 years? 

Mr.  Berkshire.  That  is  approximately  correct. 

The  Chairman.  We  are  looking  ofr  an  approximation. 

If  that  liquor  is  not  released  and  demand  prevails  as  it  does  now, 
and  the  liquor  is  released  in  very  small  quantities,  what  wUl  be  the 

eventual  result?  . . . , x i. 

In  other  words,  let  us  say  the  liquor  is  not  getting  out  to  where  tne 

demand  is. 

Mr  Berkshire.  We  will  continue  the  same  shortage  we  experience 
today.  Instead  of  releasing  it  at  the  old  100  percent  rate,  it  has  been 
allocated  by  the  producers  themselves,  who  are  now  withdrawmg 
taxpaying  and  selling  to  the  consuming  public  in  the  neighborhood 
of  55  or  60  percent  of  normal.  Thus,  we  would  contmue  under  the 
present  plan  to  withdraw  and  tax-pay  at  the  rate  of  55  ot  60  percent. 
I assume  as  long  as  the  whisky  lasts  at  that  rate  and  the  same  con- 
dition prevails,  that  will  be  the  situation  until  we  get  relief. 

The  Chairman.  As  the  quantity  that  is  released  beconies  less,  will 
not  in  your  judgment  the  incentive  for  illicit  production  become 

Qrr»pC|  IpT*  r 

Let  us  base  it  on  our  experience  under  the  eighteenth  amendment, 
when  we  had  enforcement  and  there  was  a constitutional  amendment 

making  the  country  dry.  , , , ,,  » xi.  • m 

Mr.  Berkshire.  My  answer  would  be  yes,  the  mcentive  would 

become  greater  but  I would  like  to  qualify  that  with  this  statement. 
I feel  the  incentive  has  been  so  great  during  the  last  year  or  two,  to 
produce  non-tax-paid  liquor  when  they  could  get  the  material  from 
which  they  could  produce  it,  that  a little  additional  incentive  has 
very  little  bearing  on  the  subject.  Senator,  if  I make  myself  clear. 

The  Chairman.  However,  I do  not  know  whether  you  know  this, 
but  reports  come  to  the  committee  from  what  we  think  is  a faul^  good 
source,  that  there  has  been  a large  increase  of  illicit  production  of 

liquor.  . , ^ -x  i j • 

Mr.  Berkshire.  Senator,  that  is  not  correct,  defanitely  and  posi- 
tively, no.  . u r 

The  Chairman.  I have  heard  you  make  that  statement  beiore, 


down  at  the  Treasury.  n ■ r x 

Mr.  Berkshire.  I think  we  know  what  we  are  talkmg  about. 

The  Chairman.  I hope  you  do,  but  I am  still  curious  about  it. 

Mr.  Berkshire.  We  continue  to  seize  stills  daily  in  a reduced 
number.  They  are  very  crude  sorts  of  outfits,  such  as  the  one  you 
described  seeing  in  the  paper.  We  think  we  have  a pretty  good  idea 
of  what  is  going  on.  There  is  ilhcit  production,  there  will  always  bes 
But,  we  do  think  today  they  are  operating  at  a minimum. 

Mr.  SouRWiNE.  You  think  the  mcentive,  Mr.  Berkshire,  is  as  lugh 
now  for  illicit  production  as  it  was  during  prohibition? 

Mr.  Berkshire.  Yes,  I do,  it  is  as  high  as  it  could  be.  I do  not 
think  you  could  create  any  additional  incentive  or  appeal,  any  greater 

than  it  is  today.  . . . . 

Mr.  SouRWiNE.  The  two  things  keepmg  that  ilhcit  production 

down  are,  one,  shortage  of  materials,  and,  two,  the  activities  of  your 

Department?  . . 

Mr.  Berkshire.  Yes,  sir;  that  is  nght. 
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The  Chairman,  Let  us  put  it  this  way  and  let  us  see  if  we  can  get 
at  something  else  now. 

Have  you  increased  your  staff  in  the  field  to  curb  illicit  production? 

Mr.  Berkshire.  No;  we  have  reduced  it  because  of  the  emergency 
and  because  of  the  fact  that  our  boys  have  been  going  into  the  Army 
and  Navy. 

The  Chairman.  You  think  the  incentive  today  is  as  great  as  it 
was  when  the  law  prohibited  any  liquor  from  being  in  existence  for 
sale? 

Mr.  Berkshire.  The  incentive  is  created  by  the  amount  of  money 
a bootlegger  can  get  for  his  product  and  it  is  higher  than  it  was 
under  prohibition,  Senator,  considerably.  1'hat  is  your  answer,  I 
think. 

Mr.  SouRwiNE,  Would  you  care,  Mr.  Berkshire,  to  comment  at 
all  on  Mr.  Hill’s  statement? 

Mr.  Berkshire.  I think  I would  like  to  write  a letter  of  my  own 
on  that. 

On  the  question  of  the  availability  of  manpower,  what  Mr.  Hill 
says  certainly  applies  to  the  Bureau  of  Internal  Revenue. 

The  Chairman.  That  is  all  for  today.  Thank  you  very  much. 

(Whereupon,  at  2:55  p.  m.,  the  committee  adjourned.) 
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Cane  Spirits  Import  Quota 

War  Production  Board, 
Washington^  D.  C.,  May  16,  1944* 

Hon.  Pat  McCarran, 

Chairman,  Senate  Committee  on  the  Judiciary, 

Washington,  D.  C. 

Dear  Senator  McCarran:  At  the  hearings  held  before  your  committee  on 
May  5,  you  requested  us  to  supply  data  pertaining  to  the  recent  promulgation 
of  orders  by  the  War  Production  Board  on  the  importation  from  Cuba  during 
1944  of  alcoholic  beverages  or  spirits  made  from  cane.  , , , i.  i 

During  1942  and  early  1943  the  submarine  menace  and  a shortage  of  tankers 
sharply  restricted  our  ability  to  move  Caribbean  molasses  to  this  country  to 
vide  the  normal  raw  material  used  by  the  eastern  and  southern  industrial-alcohol 
plants.  As  a result,  increased  usage  of  grains  in  the  alcohol  pro^ain  became 
necessary.  By  mid-1943  serious  concern  was  expressed  by  the  War  Food  Admin- 
istration and  others  as  to  the  adequacy  of  our  grain  supplies  to  meet  the  demands 
of  the  alcohol  and  other  essential  programs  requiring  grains.  At  the  same  time 
the  tanker  prospects  were  showing  signs  of  improvement  and,  accordingly,  a rein- 
vestigation  was  made  of  the  possibilities  of  moving  more  molasses  from  the  Carib- 
bean (Cuba  being  the  principal  producer).  Thereafter,  we  requested  the  Foreign 
Economic  Administration  to  secure  as  much  molasses  from  Cuba  as  possible  in 
order  that  an  adequate  supply  of  raw  materials  for  the  industrial-alcohol  program 

might  be  assured.  , , . . « 

Based  on  its  experience  and  knowledge  of  developments  in  Cuba,  the  foreign 
Economic  Administration  concluded  that  price  alone  would  not  enable  this  coun- 
try to  secure  the  quantities  of  molasses  or  alcohol  desired.  Accordingly,  they 
requested  that  assurances  be  given  of  our  willingness  to  adopt  some  measure  of 
import  control  over  the  amount  of  beverage  alcohol  that  could  be  imported  from 
Cuba.  In  order  to  secure  the  molasses  and  alcohol  we  urgently  needed  for  our 
war  program,  the  War  Production  Board  accepted  the  representations  of  the  ^ ar 
Food  Administration  and  the  Foreign  Economic  Administration  and  agreed  to 
institute  a control  measure  on  the  amount  of  alcoholic  be v^ages  or  spirits  made 
in  Cuba  from  cane  that  could  be  imported  into  the  United  States  during  19^. 

The  negotiations  with  Cuba  were  concluded,  the  import  control  order  has  been 
put  into  effect,  and  we  are  receiving  shipments  of  the  molasses  required  for  the 

industrial-alcohol  program.  , 

I attach  hereto  for  the  committee's  confidential  ^ information  copies  of  the 
applicable  communications  between  the  War  Production  Board  and  the  other 
agencies  concerned  with  this  matter.  If  there  is  any  further  data  you  require 
from  us,  we  will  be  glad  to  supply  it. 

Sincerely,  Donald  M.  Nelson,  Chairman, 


Foreign  Economic  Administration, 

Washington,  D,  C.,  December  16,  194$, 

Mr.  Donald  M.  Nelson, 

Chairman,  War  Production  Board, 

Washington,  D,  C. 

Dear  Mr.  Nelson:  The  War  Production  Board,  in  recognition  of  the  necessity 
for  increasing  the  supply  of  industrial  alcohol,  has  requested  the  Foreign  Economic 
Administration  to  purchase  molasses  from  Cuba.  Information  at  hand  indicates 
that  although  the  production  of  industrial  alcohol  in  the  United  States  has  nearly 
doubled  in  the  last  2 years,  f^he  consumption  in  1944  is  likely  to  exceed  production 

I All  data  here  submitted  subsequently  was  cleared  for  publication  in  these  hearings. 
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by  about  27,000,000  gallons,  so  that  by  the  end  of  tlie  year,  the  reserve  supply 
may  not  exceed  1 month’s  production.  As  you  arc  aware,  this  situation  has 
been  brought  about  by  the  greatly  increased  consumption  of  alcohol  in  the  rubber 
program. 

The  demands  upon  the  domestic  supply  of  grain  for  alcohol  is  increasingly 
becoming  a matter  of  concern  in  all  Government  agencies.  In  view  of  the 
tremendous  quantities  of  grain  that  will  be  required  both  for  human  and  animal 
consumption  as  tlie  war  progresses  and  new  areas  are  liberated,  it  is  imperative 
that  the  industrial  use  of  grain  be  minimized. 

The  action  of  this  country  in  curtailing  the  production  of  beverage  alcohol  has 
had  the  unfortunate  effect  of  inviting  beverage  alcohol  from  Caribbean  and 
Mexican  sources.  During  the  past  10  months,  the  production  of  beverage 
alcohol  in  Cuba  from  molasses  for  export  to  the  United  States  has  increased  nearly 
one  hundred  fold.  Thus,  much  of  the  important  source  materials  relied  upon  by 
tlie  War  Production  Board  for  use  in  eastern  distilleries  for  industrial  alcohol 
production  have  been  diverted  by  the  Cubans  for  beverage  purposes,  which  defeats 
the  purpose  of  converting  our  distilleries  from  the  production  of  beverage  to 
industrial  alcohol. 

The  price  the  Cubans  are  receiving  for  beverage  alcohol  is  the  equivalent  of 
about  60  cents  per  gallon  for  blackstrap  molasses,  or  approximately  four  times  the 
equivalent  sugar  price  of  13.6  cents  per  gallon.  An  offer  of  the  equivalent  sugar 
price  alone  obviously  will  not  enable  us  to  purchase  blackstrap  molasses. 

On  the  other  hand,  an  offer  of  the  equivalent  beverage-alcohol  price  for  invert 
molasses  would  require  our  paying  nearly  $1.50  per  gallon  for  the  basic  materials, 
wherein  the  domestic  ceiling  price  is  only  48  cents  per  gallon. 

It  is  furthermore  apparent  that  the  Cubans  have  recently  developed  sufficient 
distilling  capacity  to  absorb  all  of  their  available  molasses  and  are  looking  toward 
this  as  a permanent  export  industry. 

The  conclusion  is  forced  that  considerations  of  price  alone  will  not  enable  us 
to  purchase  molasses  or  alcohol. 

Since  all  interested  parties  in  the  United  States  agree  upon  the  paramount 
necessity  of  increasing  the  production  of  industrial  alcohol,  it  is  incumbent  upon 
all  parties  to  adopt  measures  which  will  make  this  possible.  On  the  other  hand, 
the  prices  paid  for  beverage  alcohol  tend  further  to  increase  the  distress  of  infla- 
tion in  Cuba,  and  it  is  likely  that  the  Cuban  Government  would  be  desirous  of 
cooperating  with  us  in  the  interest  of  the  war  effort. 

The  Foreign  Economic  Administration  has  recently  adopted  measures  curtail- 
ing temporarily  the  export  to  Cuba  of  materials  needed  for  the  production  of 
beverage  alcohol.  Shipping  authorities  are  willing  to  cooperate,  but  since  most 
of  the  beverage  alcohol  has  been  coming  in  small  schooners,  the  problem  is  beyond 
their  jurisdiction. 

We  are  faced  with  the  necessity  for  some  form  of  control  over  the  importation 
of  beverage  alcohol.  The  War  Production  Board  has  the  power  to  institute 
control  measures. 

We  are  satisfied  that  it  will  be  impossible  to  procure  molasses  as  directed, 
unless  assurance  is  given  of  your  willingness  to  adopt  some  measure  of  import 
control.  While  we  are  aware  of  the  difficulties  inhiTent  in  the  enforcement  of 
any  control  upon  the  imports  of  liquor,  we  believe  that  the  exigencies  of  the  war 


effort  require  such  control. 

We  expect  to  discuss  with  the  Cubans  the  desirability  of  control  measures  in 
both  countries.  It  is  our  hope  that  they  will  agree  to  it,  either  as  complementary 
to  such  control  as  they  might  adopt  in  Cuba,  or  as  a temporary  measure  until 
such  time  as  they  can  control  production  and  exportation. 

I am  sure  that  the  Cubans  realize  that  we  have  a common  problem,  and  will 
be  willing  to  negotiate  a fair  formula  providing  for  a fixed  relation  between  the 
amount  of  industrial  alcohol  or  molasses  and  beverage  alcohol  to  be  exported  to 
the  United  States. 

In  view'  of  the  fact  that  negotiations  for  the  purchase  of  molasses  are  likely  to 
begin  with  the  Cubans  this  week,  it  is  essential  that  a conclusion  be  promptly 
reached  to  adopt  adequate  import-control  measures. 

Sincerely  yours, 

Leo  T.  Grow  ley,  Administrator. 
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December  21,  1943. 

Mr.  Leo  T.  Crowley,  ... 

Administrator t Foreign  Economic  Administration, 

Washington,  D.  C. 

Dear  Mr.  Crowley:  This  is  in  reference  to  your  letter  of  December  16,  stating 

that  *‘we  are  faced  with  the  necessity  for  some  form  of  control  over  the  importa- 
tion of  beverage  alcohol.  The  War  Production  Board  has  the  power  to  institute 

control  measures.”  , ^ . u- 

I am  enclosing  a copy  of  my  letter  to  Mr.  Marvin  Jones  on  this  same  subject, 
indicating  the  willingness  of  the  War  Production  Board  to  institute  control  meas- 
ures on  the  importation  of  beverage  alcohol  from  the  regions  where  its  production 
jeopardizes  the  possibility  of  procuring  sufficient  molasses  for  the  alcohol  program 
As  you  know,  the  War  Production  Board  is  extremely  reluctant  to  undertake  a 
control  measure  of  this  kind  about  whose  enforcement  difficulties  we  are  under  no 
delusions.  It  is  only  on  the  representations  made  to  us  unanimously  by  the  nar 
Food  Administration,  the  Foreign  Economic  Administration,  and  the  State  De- 
partment that  we  have  expressed  a willingness  to  undertake  this  step.  ... 

It  is  our  hope  that  the  assurance  tliat  we  are  prepared  to  undertake  this  step 
will  make  it  actually  unnecessary  to  invoke  it,  and  wdll  bring  the  Cuban  negotiators 
to  a realization  of  the  necessity  of  furnishing  sufficient  invert  and  blackstrap 
molasses  to  meet  the  demands  of  our  war  program,  particularly  to  meet  the  in- 
creased use  of  alcohol  in  the  rubber  program. 

(Note. — At  the  request  of  the  State  Department  the  concluding  paragraph, 
which  does  not  pertain  to  the  beverage-import  control  order,  has  been  deleted  from 
this  copy.) 

Sincerely,  ^ i,,  xt  /^l  • 

DnvAT.n  M^  Nelson.  Chairman. 


December  21,  1943. 

Mr.  Mar\un  Jones, 

Administrator,  War  Food  Administration, 

Washington,  D.  C. 

Dear  Mr.  Jones:  This  will  refer  to  your  letter  of  December  13,  stating  the 
difficulties  of  the  War  Food  Administration  in  providing  raw  materials  for  the  1944 
alcohol  program.  You  suggest  that  the  War  Production  Board  should  consider 
the  production  of  industrial  alcohol  from  nonfood  sources,  and  that  w^e  should  re- 
examine all  the  requirements  for  alcohol,  including  those  for  the  rubber  program. 

The  representatives  of  the  War  Production  Board  w'ho  have  been  in  touch  wdth 
your  representatives  have  brought  to  my  attention  the  difficulties  of  negotiating 
with  the  Cuban  Government  for  invert  and  blackstrap  molasses  for  the  alcohol 
program.  We  have  been  extremely  reluctant  to  “limit  the  importation  of  gin 
and  rum”  as  w^ere  your  own  representati\Y?s  also  in  the  earlier  stages  of  this  prob- 
lem. On  the  other  hand,  the  War  Production  Board  is  prepared  to  issue  a control 
order  on  the  importation  of  gin  and  rum  through  the  Chemicals  Division,  rather 
than  a control  order  under  the  guise  of  shipping  limitations,  if  this  will  facilitate 
the  procurement  negotiations.  The  State  Department  and  the  Foreign  Economic 
Administration  have  placed  squarely  before  us  the  necessity  for  this  step  on  behalf 

of  the  alcohol  program.  , , . 

Since,  however,  thus  is  an  extremely  painful  undertaking  and  will  involve  serious 
enforcement  difficulties,  I want  it  distinctly  understood  that  I am  undertaking  it 
because  you  have  represented  to  me  that  the  critical  grain  shortage  in  the  United 
States  makes  necessary  a limitation  on  the  imports  of  gin  and  rum  in  order  to 
obtain  the  maximum  supplies  of  invert  and  blackstrap  molasses  for  alcohol.  I 
am  glad  to  have  your  support  that  “it  may  be  necessary  to  limit  the  importation 
of  gin  and  rum”  and  that  “if  aggressive  steps  are  taken  to  obtain  available  sup- 
plies of  blackstrap  molasses  in  the  Caribbean  area,  it  might  be  possible  to  obtain  as 

much  as  250,000,000  gallons.”  ■»  rr<u- 

It  is  true  as  you  suggest  that  the  alcohol  requirements  have  increased.  Ihis 
is  because  the  petroleum  derivatives  on  which  a large  part  of  the  rubber  program 
was  originally  based  have  fallen  seriously  behind  expectations  because  of  the 
competition  of  the  high-octane  program  for  the  same  raw  materials.  Had  the 
War  Production  Board  not  taken  steps  to  produce  the  alcohol  from  other  sources — 
namely,  grain  and/or  molasses,  the  position  of  the  rubber  program  would  be 
truly  desperate.  The  Rubber  Director  is  counting  on  pushing  the  facilities  for 
alcohol  up  to  150  to  175  percent  of  their  rated  capacity.  In  short,  that  part  of 
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the  rubber  raw  material  program  which  was  counted  upon  to  supply  less  than 
one-third  must  now  be  counted  upon  to  supply  two-thirds  to  three-fourths  of  the 
whole  burden  through  1944.  The  present  rate  of  alcohol  consumption  by  the 
rubber  program  is  about  300,000,000  gallons  per  year  and  is  expected  to  increase 
to  325,000,000  gallons  for  1944. 

I do  not  think  it  is  appropriate  to  rate  the  sugar  for  alcohol  against  the  sugar 
for  industrial  food  consumption  which  goes  in  large  jmrt  to  soft  drinks,  confec- 
tionery and  other  luxury  foods.  It  is,  however,  entirely  a matter  of  choice  for 
the  War  Food  Administration  to  decide  whether  to  furnish  grain,  with  its  long 
run  effects  on  the  meat  program,  or  sugar  for  invert  molasses  for  the  alcohol 
program.  Our  own  preference,  of  course,  is  for  molasses  because  it  is  the  most 
efficient  of  the  alcohol  raw  materials. 

We  are  reviewing  the  entire  alcohol  program  with  an  eye  to  eliminating  any 
nonessential  uses  which  can  be  screened  from  existing  requirements.  The  War 
Production  Board  has  been,  and  will  continue  to  be,  rigid  in  its  allocation  policy. 
In  the  uses  to  which  alcohol  has  been  put  the  policy  compares  favorably,  to  say 
the  least,  to  the  uses  to  which  large  tonnages  of  sugar  have  been  permitted. 

In  connection  with  the  alternatives  which  are  confronting  the  War  Food  Ad- 
ministration, as  indicated  in  the  last  paragraph  of  your  letter,  it  is  not  the  War 
Production  Board's  function  to  choose  between  point  1,  curtailment  of  the  sugar 
available  for  industrial  or  direct  consumer  consumption,  or  both,  and  point  2, 
curtailment  of  the  available  supplies  of  meat.  With  regard  to  point  3,  curtail- 
ment in  the  use  of  industrial  alcohol  for  purposes  other  than  rubber,  very  small 
savings  can  be  expected  from  this  quarter.  Point  4,  an  increase  in  the  supplies 
of  alcohol  from  nonfood  sources,  is  presently  being  studied  and  as  you  indicate, 
certain  pilot  plant  operations  are  progressing  on  the  })rocessing  of  wood  and  sul- 
fite liquors.  The  cost  is,  however,  rather  high  in  facilities  and  money  as  is 
indicated  by  the  fact  that  an  original  investment  of  around  $450,000  is  necessary 
for  the  yearly  production  of  1,000,000  gallons  of  alcohol  from  this  material.  The 
use  of  critical  materials  for  this  program  would  run  into  other  programs,  including 
farm  machinery.  Furthermore,  new  plants  could  hardly  be  in  operation  before 
late  in  1944.  With  regard  to  point  5,  an  adjustment  in  the  rubber  program,  I am 
afraid  that  the  adjustment  will  be  upward  and  not  downward.  We  are  making 
every  effort  to  bring  petroleum-derived  rubber  more  into  balance,  but  this  is 
something  that  will  have  to  be  worked  out  between  the  Rubber  Director  and  the 
Petroleum  Administration  for  War. 

I think,  therefore,  that  you  will  agree  that  we  must  plan  on  a firm  allocation  of  at 
least  800,000  tons  of  sugar,  and  as  you  know,  we  should  prefer  1,450,000  tons. 
It  is  necessary  to  plan  firmly  on  the  minimum  figures  for  making  the  schedules 
for  alcohol  plants  during  1944.  Whatever  amounts  of  alcohol  whose  production 
cannot  be  met  from  molasses  sources,  which  we  agree  should  be  stretched  as  far 
as  procurement  will  afford,  must  be  met  from  grain.  W^e,  therefore,  count  upon 
you  to  make  available  the  maximum  amount  of  invert  molasses,  both  as  a relief 
from  grain  and  as  a method  of  increaskig  alcohol  from  existing'  facilities. 

Sincerely,  ^ • 

Donald  M.  Nelson,  Chairman. 


Foreign  Economic  Administration, 

Office  of  ihe  Administrator, 
Washington^  D.  C.,  March  5,  1944- 

Hon.  Donald  M.  Nelson, 

Chairman,  War  Production  Board, 

Washington,  D,  C. 

Dear  Mr.  Nelson:  Representatives  of  the  Foreign  Economic  Administration 
have  recently  completed  2 weeks  of  discussions  with  the  Cuban  Government 
regarding  the  purchase  of  blackstrap  molasses  and  industrial  alcohol.  As  a result 
of  these  discussions,  the  Cuban  Government  has  made  a firm  commitment  to  sell 
65.000,000  physical  gallons  of  blackstrap  molasses  at  13.6  cents  per  gallcm  and 
12,500,000  wine  gallons  of  190  proof  alcohol  at  65  cents  per  gallon.  The  Cuban 
Government  has  also  agreed  to  sell  to  the  United  States  any  additional  amounts  of 
blackstrap  not  required  for  Cuban  domestic  needs  and  not  otherwise  committed 
under  the  agreement.  Subsequently,  commercial  contracts  have  been  agreed  to 
betw*een  representatives  of  Defense  Supplies  Corporation  and  Cuban  agencies  to 
implement  this  intergovernmental  understanding.  , ^ nc 

A copy  of  the  understanding  substantially  in  final  form  is  enclosed.  Modifica- 
tions under  discussion  relate  to  the  details  of  operations  and  do  not  affect  any 
fundamental  provisions. 
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In  the  course  of  our  discussions,  we  were  considerably  aided  by  the  cornmitmeiit, 

contained  in  your  letter  of  December  21,  1943,  to  limit  f 

beverages  and  spirituous  liquors  produced  from  cane.  Our  negotiations  developed 
that  it  was  necessary  to  provide  for  restricting  the  import  of  leverage  alcoholand 
spirituous  liquors  from  Cuba  to  the  United  Stat''s  if  the  desired  amount  of  mola^es 
ind  industrial  alcohol  was  to  be  obtained.  After  considerable  Wtiatio^  the 
Cuban  Government  agreed  to  take  action  with  the  Lmited  States 
of  beverage  alcohol  and  spirituous  liquors  from  Cuba  to  the  Cn‘t«^tates  during 
the  calendar  year  1944  to  an  amount  not  to  exceed  the  amount  imported  into  tne 
United  States  from  Cuba  during  the  calendar  year  19^.  In  1943  such 
amounted  to  the  equivalent  of  approximately  14,300,000  proof  gallons.  As  the 
amount  of  such  imports  has  been  consistently  increasing  during  the 
imposition  of  this  restriction  will  result  in  a considerable  diminution  in  the  present 

rate  of  beverage  alcohol  and  liquor  imports  from  Cuba. 

In  order  to  persuade  the  Cuban  Government  to  agree  to  take  appropriate  action 
to  give  effect  to  such  a restriction  in  the  highly  profitable  liquor  trade,  ft  was 
necessary  for  the  United  States  representatives  to  assure  the  Cubans  that  they 
would  use  their  best  efforts  to  see  that  imports  of  beverage  alcohol  from  other 
foreign  countries  and  from  insular  possessions  of  the  United  States  were  ^stneted 
on  a similar  basis.  The  Cuban  Government  representatives  were  particularly 
concerned  that  the  same  treatment  be  accorded  to  Cuba  as  was  accorded  to 
Puerto  Rico  and  the  Virgin  Islands.  You  will  note  that  paragraph  (6)  of  the 
enclosed  memorandum  provides:  “The  delegation  will  rocomniend  to  the 
priate  United  States  Government  authorities  the  establishment  of  imp^t  control 
measures  for  beverage  alcohol  from  other  countries  or  from  the  insular  I erntori^s 
of  the  United  States  on  bases  similar  to  those  provided  in  paragraph  (2)  hereot. 

This  commitment  is,  of  course,  in  line  with  our  previous  correspondence,  and 
I understand  that  the  War  Production  Board  is  prepared  to  take  the  necessary 
action  to  hrpleirent  this  restriction  so  far  as  beverage  cane  spirits  are  ccmcerned. 

May  I.  accordingly,  request  that  appropriate  administrative  action  be  taken 
bv  the  W’ar  Production  Board  to  limit  imports  of  cane  beverage  spirits  from  foreign 
countries  during  the  calendar  year  1944  to  the  amount  imported  from  such  foreign 
countries  during  the  calendar  year  1943.  It  is  my  understanding  that  the  repre- 
sentatives of  the  Departm.ent  of  State  who  have  participated  very  closely  in  our 
discussions  ap[>rove  such  action. 

While  T am  loath  to  express  any  definite  view'  ^ to  the  action  which  should  be 
taken  with  resrect  to  Puerto  Rico  and  the  V irgin  Islands  since  the  economy  of 
those  possessions  is  a matter  of  domestic  concern,  I am  constrained  to  advise  you 
that  failure  to  take  action  limiting  shipments  from  those  possessions  '^^uld  ad- 
versely affect  our  chances  of  getting  molasses  and  alcohol  from  Luba.  1 he  exact 
details  of  the  restrictions  which  should  be  imposed  on  production  in  and  shipment 
from  Puerto  Rico  and  the  Virgin  Islands  should,  I assume,  be  discussed  with  the 
Director  of  W'ar  Mobilization,  who  is  familiar  with  the  results  of  our  Cuban 


negotiations. 

. Sincerely  yours, 


Leo  T.  Crowley,  Administrator, 


Habana.  February  10,  1944- 

PROPOSAL  OF  THE  UNITED  STATES  DELEGATION 

1.  Cuba  will  sell  to  the  United  States  and  the  United  States  will  buy  a minimum 
of  65  000  000  phvs’cal  gallons  of  blackstrap  molasses  from  the  carrv-over  of  the 
molasses  produced  in  1943  and  from  that  produced  during  1944,  under  the  terms 
and  conditions  set  forth  in  the  1942  contract  for  the  same  product,  the  institute 
reserving  the  right  to  designate  the  ports  or  delivery  points  at  the  coast  for  saia 

Quantitv  of  blackstrap  mola.sses.  . . i.-  * 

2.  The  United  States  and  Cuba  shall  take  all  necessary  action  to  limit  shipments 

of  beverage  alcohol  and  spirituous  liquors  from  Cuba  to  the  United  States  during 
the  calendar  year  1944  to  a total  amount  not  to  exceed  the  amount  thereof  irn- 
ported  into  the  United  States  during  the  calendar  year  1943.  This  amount  is 
the  equivalent  of  approximately  14,300,000  proof  gallons  of  alcohbl. 

3.  It  is  understood  that  Cuba  will  reserve  for  its  domestic  needs  an  amount  of 
blackstrap  molasses  necessary  to  provide  carburante,  fuel,  et  cetera,  such  amount 

being  estimated  at  85,000.000  physical  gallons.  * -ii 

4.  Cuba  will  sell  to  the  United  States  and  the  United  States  will  buy  up  to 
12  500,000  wine  gallons  of  alcohol  of  190  proof,  of  standard  United  States  specifi- 
cations, at  a price  of  65  centavos  ($0.65)  per  gallon  f.  o.  b,  (free  on  board)  Habana 
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If  for  any  reason,  Cuba  shall  be  unable  to  deliver  all  or  part  of  the  12,500,000 
gallons  of  190-proof  alcohol,  of  standard  United  States  specifications,  provided 
for  in  this  paragraph,  Cuba  will  compensate  therefor  by  delivering  the  equivalent 
of  such  deficiency  in  the  form  of  blackstrap  molasses,  as  an  addition  to  the 
65,000,000  gallons  referred  to  in  paragraph  1.  In  computing  the  compensatory 
amount  of  molasses,  it  shall  be  considered  that  2.7  gallons  of  blackstrap  equ^ 

1 wine  gallon  of  190-proof  alcohol,  of  sttendard  United  States  specifications. 

5.  Cuba  will  sell  to  the  United  States  and  the  United  States  will  buy  all  black- 
strap molasses  from  the  carry-over  of  the  molasses  produced  in  1943  and  from  that 
produced  during  1944,  in  addition  to  the  65,000,000  physical  gallons  provided  for 
in  paragraph  1 hereof,  which  may  not  be  required — 

(o)  For  the  Cuban  domestic  needs  provided  for  in  paragraph  3 hereof;  or 

lb)  For  the  production  of  the  beverage  alcohol  or  spirituous  liquors  provided 
for  in  paragraph  2 hereof;  or 

(c)  for  the  production  of  up  to  12,500,000  wine  gallons  of  190-proof  alcohol,  of 
standard  specifications,  provided  for  in  paragraph  4 hereof. 

At  the  option  of  Cuba,  up  to  8,000,000  wine  gallons  of  190-proof  alcohol,  of 
standard  United  States  specifications,  may  be  delivered  by  Cuba  in  lieu  of  all  or 
part  of  the  blackstrap  molasses  purchased  under  this  paragraph.  The  United 
States  will  pay  for  ail  such  blackstrap  molasses  the  price  provided  for  in  para- 
graph 1 hereof  and  will  pay  for  any  190-proof  alcohol,  of  standard  United  States 
specifications,  the  price  provided  for  in  paragraph  4 hereof. 

6.  The  delegation  will  recommend  to  the  appropriate  United  States  Govern- 
ment authorities  the  establishment  of  import  control  measures  for  beverage 
alcohol  from  other  countiies  or  from  the  insular  Territories  of  the  United  States 
on  bases  similar  to  those  provided  for  in  paragraph  2 hereof.  ^ It  will  likewise 
recommend  to  the  appropriate  United  States  Government  authorities  that,  to  the 
extent  consistent  with  the  most  efficient  prosecution  of  the  war,  measures  will  be 
adopted  to  facilitate  the  transportation  within  the  continental  territory  of  the 
United  States  of  the  products  referred  to  in  this  proj)osai. 

The  United  States  will  facilitate  the  obtaining  by  Cuba  of  the  barrels,  bottles, 
and  chemical  products  required  for  packaging  and  distributing  the  beverage 
alcohol  and  spirituous  liquors  provided  for  in  paragraph  2 hereof. 

7.  Cuba  will  notify  the  United  States  before  May  31,  1944,  of  the  amounts  of 
blackstrap  molasses  and  alcohol  which  may  become  available  for  delivery  to  the 
United  States  under  the  provisions  of  paragraphs  4 and  5 hereof. 

8.  This  proposal  supersedes  all  previous  proposals  made  by  the  United  States 
delegation. 

March  10,  1944. 

Mr,  I.EO  T.  Crow  ley, 

Administrator,  Foreign  Economic  Administration, 

Washington,  D.  C.  - 

Dear  1\Ir.  Crow'ley:  Please  refer  to  your  letter  of  the  3d,  requesting  that  the 
War  Production  Board  act  to  limit  imports  of  cane  beverage  spirits  from  foreign 
countries  in  1944  to  the  amount  imported  from  the  respective  countries  in  the 
calendar  year  1943.  In  the  case  of  Cuba  you  state  the  limitation  to  be  14,300,000 
proof  gallons. 

In  line  with  3'our  request  and  with  my  letter  to  you  of  December  21,  m which 
I agreed  to  take  such  action  if  you  determined  it  to  be  essential  to  the  consuma- 
tion  of  the  negotiations  with  Cuba,  the  War  Production  Board  will  issue  the 

necessary  orders.  , . , ^ i j 

The  War  Production  Board  will  proceed  to  issue  the  necessary  control  orders 

based  on  levels  of  production  agreed  upon  and  fixed  by  our  Chemicals  Division. 
If  the  limits  set  for  Puerto  Rico  do  not  meet  the  views  of  the  Department  of  the 
Interior,  and  Secretary  Ickes  requests  Justice  Byrnes  to  give  further  consideration 
to  the  level  of  production  to  be  permitted  in  Puerto  Rico,  w^e  will,  of  course,  be 
ready  to  revise  our  orders  to  meet  the  latter's  recommendations. 

Sincerely,  ^ 

Donald  M.  >jelson. 


t % 


[Estiniates  submitted  by  Dr,  Walter  G.  Whitman] 

End  use  break-down  of  indirect  military  and  civilian  alcohol 
including  synthetic  rubber  and  antifreeze)  for  fourth  quarter 
quarter  of  1944  combined 

[Gallons  of  190  proof] 

1.  Protective  coatings: 

Ethyl  acetate. 

Nitrocellulose  (dissolving  and  diluent). 

Shellac. 

Butyl  acetate. 

Other  ethyl  esters. 

Nitrocellulose  (dehydration). 

Miscellaneous  solvent  uses. 

Butyl  alcohol. 

Isopropyl  acetate. 

Amyl  acetate. 

Metallic  acetates. 

Total 

2.  Textiles: 

Acetate  rayon. 

Military  protective  clothing. 

Textile  processing. 

Dyes  and  intermediates. 

Hydrosulfites. 

Miscellaneous. 

Total 

3.  Plastics: 

Synthetic  plastics  and  resins. 

Cellulose  acetate  and  butyrate  plastics. 

Vinyl  acetate. 

Dioctyl  phthalate  plasticizers. 

N itrocellulose  (dehj’dration) . 

Other  ethyl  esters. 

Miscellaneous  plasticizers. 

Propionate  plastics. 

Total 

4.  Tetraethyl  lead: 

Ethyl  chloride. 

Ethylene  dibromide. 

Total 

5.  Public  health: 

Drugs  and  pharmaceuticals. 

Basic  medicinal  chemicals. 

Military  protective  salves. 

Sulfa  drugs. 

Ether. 

Aspirin. 

A-trabrme 

Rubbing  alcohol  (prescription  only). 

Other  pharmaceuticals. 

Biologicals. 

Total 

6.  Food: 

Vinegar. 

Flavoring  extracts. 

^lold  preservatives. 

Food  products. 

Miscellaneous. 

Candy  glazes. 

Total 

7.  Explosives: 

Ether. 

Explosives. 

Fulminate  of  mercury. 

Pentaerithritol. 

Dibutyl  phthalate. 

Miscellaneous. 

Total 
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End  use  break-down  of  indirect  military  and  civilian  alcohol  consumption  (not 
including  synthetic  rubber  and  antifreeze)  for  fourth  quarter  of  1943  and  first 
quarter  of  1944  combined — Continued 

8.  All  other  uses: 

Small  orders  certified  by  consumers  as  coming  within  quotas 


authorized  by  War  Production  Board 4,  300,  000 

Small  orders  exempt  from  use  limitation 1,  500,  000 

Toiletries,  cosmetics,  oral  antiseptics,  mouth  washes,  tooth 

cleaners,  cleaning  and  polishing  preparations 1,  000,  000 

All  other  uses  (including  butadiene  pilot  plant  (830,000),  de- 
naturants  (590,000),  adhesives  (425,000),  ore  flotation 
(130,000),  inks  (170,000),  brake  fluids,  cutting  oils,  photo- 
graphic material,  etc.) 9,  SOO,  000 

Grand  total 79,  100,  000 


SPECIALLY  DENATURED  ALCOHOL » 

Statistics  on  uses  in  the  United  States,  fiscal  year  ended  June  SO,  1940 

[In  wine  gallons! 


Product  or  use— 

Amount  used 

Amount 
recovered 
for  reuse 

New 

Reused  * 

Cellulose,  resin,  and  related  products: 

Lacquers,  varnishes,  and  enamels: 

Cellulose 

1, 438, 752 

10.3.  775 
3,773,291  1 

1,248,  089 
63,  342 
58,  350 

1,720,887 

175  1 
638  ; 

1 

1, 759, 700 

Synthetic  resins  (with  or  without  natural  resins  but 
containing  no  cellulose  compounds) 

Shellac  (containing  no  cellulose  or  synthetic  resins) 

Other  natural  resins  (containing  no  cellulose,  synthetic 
resin,  or  shellac) 

545 

Candy  glazes 

Other  coatings 

Total 

6, 685, 599 

1,721,700  ' 

1,760,245 

Plastics: 

Cellulose  compounds 

994,  337 
1,782,613 

1 

617,012 
683,  219 

835, 725 
672, 601 

All  other  plastics  (containing  no  cellulose) 

Total 1 

2. 776, 950  ! 

' 1,300,231 

1,  508.  326 

Photographic  film  (including  emulsions) 

279,657 
30,664 
257, 450 
1, 034, 602 
172,993 
79, 960 
132,271 

128, 975 

1,  562,472 
534, 157 
189,  283 
2, 358, 887 

1,414.490 
539,094 
202. 893 
2, 357, 620 

Transparent  sheeting 

Cellulose  intermediates - 

Explosives 

Polishes 

Adhesives 

Soldering  flux 

Inks,  stains,  and  dye  solutions  (containing  no  cellulose  or 
resins).. 

30 

Total  cellulose,  resin  and  related  products.. 

1 1,  579, 121 

7, 666, 060 

7,783,168 

Solvents  and  thinners  for  cellulose,  shellac,  resin  products,  etc.: 
Proprietary  solvents 

16, 803,  735 
994, 734 

Other  industrial  thinners,  

5, 086 

Total 

17.  798,  469 

6,086  i 

* Includes  specially  denatured  rum. 

* Represents  amounts  reused  after  recovery  from  processes  where  the  alcohol  has  not  become  a part  of  the 
finished  product.  Such  alcohol  may  have  been  recovered  during  the  fiscal  year  1940  or  prior  thereto  and 
from  any  of  the  listed  processes. 
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Toilet  preparations: 

Hair  and  sc^  preparations 
Shampoos 
Bay  rum 

Face  and  hand  lotions 
Body  deodorants 
Toilet  waters 

Perfume  and  p<^rfume  tinctures 
Toilet  soaps  (including  shaving  cream) 
Mouth  washes 
Tooth  cleaning  preparations 


Total. 


Processing  industrial,  food,  drug,  and  other  products: 

Nitrocellulose  (dehydration  oO-- - 

Sodium  hydrosulfite. 

Wood  rosin  and  synthetic  resins.. 

Petroleum  oils 

Pectin 

Food  products  other  than  pectin 

Drug  product.*?: 

Drug  extracts 

Glandular  products  and  vitamins 

Medicinal  chemicals 

Miscellaneous  (including  pill  and  tablet  manufacture). 

Dyes  and  intermediates 

Perfume  materials  and  fixatives - 

Photographiedevelopers— 

Other  chemicals.. 

M iscellaneous - 


Total. 


Pharmaceutical  products  for  external  use: 
Rubbing  alcohol 


U.  S.  P.  and  N.  F.  preparations: 

Witch  haze! 

Liniments 

Collodions 

Antiseptics 

Miscellaneous — . 


4. 449. 255 


1. 569 


2,674,180 
223, 505 
371,277 
288,360 
91.133 
12,943 

137, 682 
429, 047 
442,  316 
65, 341 
786, 107 
49, 217 
80,199 
610, 689 
88,397 


6, 350, 393 


3. 064. 903 


149, 374 
87, 243 
58, 574 
17,534 
136 


Total. 


Tinctures  of  iodine  (official  and  nonofficial) 
Other  preparations  not  U.  S.  P.  or  N.  F... 


312, 861 


83,024 
283, 984 


Total  pharmaceutical  products. 


Cleaning,  preserving,  and  flavoring  preparations: 

Tobacco  sprays  and  flavors  - 

Cleaning  preparations  (including  cleaning  operations). 

Deodorant  sprays  (nonbody) — - 

Disinfectants,  insecticides,  etc 

Sterilizing  and  preserving  solutions 

Embalming  fluids  and  related  products 

Industrial  soaps 

Photoengraving  and  rotogravure  use 

Miscellaneous — - 


Total. 


3. 744, 772 


12,896,039 
1,645,980 
5, 083. 480 
3, 461. 708 
3, 256. 344 
25,985 

593. 154 
5,096, 217 
690, 971 
108,271 
268, 105 
217, 164 
99.327 
2,431.065 
149, 6.18 


36,023.468 


1,511 


12.793, 575 
1,602, 422 
5,088,305 
3. 466,546 
3,257.957 
26,476 

615, 147 
5,023,9« 
737,565 
141,489 
444,  510 
217, 677 
99,404 
2.412. 046 
148,846 


36,075,916 


235 


235 


1, 774.564 
240, 332 
53. 042 
41,060 
43. 370 
30, 555 
15, 627 
48, 935 
68,606 


8, 378 

i56,'36i' 


13 

2,433 


234 


234 


16,794 


191, 415 
422 


Converted  as  a raw  material  in  chemical  manufacturing: 

' Vinegar  and  acetic  acid 

Ethyl  acetate x 

Ethyl  chloride 

Other  ethyl  esters 

Dyes  and  intermediates 

Acetaldehyde 

Ether,  ethyl 

Ethers,  glycol  and  other 

Ethylene  dibromide - 

Xanthates - 

Fulminate  of  mercury 


2.316,091 

201,128 

208,631 

7,718, 558 
6,670.130 
11,957,023 
759,  746 
34, 479 
24, 572, 238 
605,850 
899,303 
2, 140, 021 
570,  598 
152,052 

672,864 
128,000 
243, 947 
34, 947 
16, 558, 493 
196, 810 
7,448,804 
197, 480 

59,786 

350, 932 
7,948 
16, 577,093 
196,810 
7,449.054 
197,480 

17, 3^14 

17,628 

92968 — 44— pt.  3- 


16 
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Statistics  on  uses  in  the  United  States ^ fiscal  year  eroded  June  SO,  1940 — Continued 

[In  wine  gallons] 


Product  or  use— 


Ethylene  gas 

Miscellaneous. 


Total 67,781,574 


Fluid  uses: 

Antifreeze - 

Brake  fluids 

Cutting  oils - 

Other  fluid  uses  (including  door  checks). 


Total. 


Fuel  uses: 

Motor  fuels 

Other  fuel  uses. 


Total - 

Laboratory  and  experimental  uses. 


Grand  total 108,364,633  | 69, 511,  t 

•Source:  IT.  S.  Treasury  Department,  Bureau  of  Internal  Revenue,  Alcohol  Tax  Unit. 


Amount  used 

Amount 

New 

Reused 

for  reuse 

1. 084. 573 

m 

716, 103 

108,227 

111,999 

67, 781,  674 

25, 606, 925 

25, 500, 730 

3, 861, 154 
61,363 
14, 665 
67, 394 

39 

3, 994, 576 

39 

39,946 
82, 429 

122, 375 

228,  007 

6, 130 

8,990 

108.  364. 633 

69,  511,  540 

69. 579, 180 

V If 
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(3)  Their  productive  capacity  is  outstripping  military  and  lend-lease 
needs  (under  existing  conditions,  these  are  the  logical  outlets  for  such  alcohol). 

(4)  Larger  over-fdl  demands  for  alcohol  are  foreseen  in  the  none  too  dis- 
tant future.  , ^ ^ . u 

(5)  The  availability  of  molasses,  as  a raw  material  for  alcohol,  is  becom- 
ing increasingly  doubtful  (owing,  directly,  to  difficulties  of  shipping  and, 
indirectly,  to  the  shortage  of  sugar). 

It  appears  the  better  part  of  wisdom  to  purchase  all  available  grain  alcohol 
not  presently  required  bv  the  military  and  lend-lease  and  to  store  such  alcohol 
against  future  demands  for  it  and  the  dwindling  of  the  molasses  alcohol  supply. 

We  therefore  request  that  Reconstruction  Finance  Corporation  undertake 
immediately  the  purchase  and  storage  of  approximately  25,000,000  gallons  of 
grain  alcohol.  It  is  suggested  that  such  alcohol  be  stored  in  the  Midwest,  pref- 
erably in  Ohio,  Indiana,  Kentucky,  Illinois,  or  Missouri. 

In  connection  with  such  purchase  of  grain  alcohol,  we  are  appending  a list  of 
producers  whose  output,  in  whole  or  in  part,  is  available  to  you.  Such  alcohol 
should  be  purchased  either  as  pure  alcohol  or  as  specially  denatured  alchool, 
formula  2B.  In  purchasing  pure  alcohol  certain  legal  difficulties  may  be  en- 
countered. The  Alcohol  Tax  Unit  of  the  Treasury  Department  should  be  con- 
sulted in  that  regard  and  any  such  impediments  cleared  prior  to  purchase.  Price 
and  transport  problems  will,  it  is  needless  to  say,  also  be  present. 

We  would,  of  course,  expect  from  time  to  time  to  make  allocations  against  such 
stored  alcohol. 

Will  you  be  good  enough  to  set  about  this  matter  at  your  earliest  possible 

convenience? 

Very  truly  yours, 

A.  I.  Henderson, 

Deputy  Director,  Materials  Division,  War  Production  Board. 


Letters  Dealing  With  Initiation  of  the  Alcohol  Stock  Pile 

Supply  Priorities  and  Allocations  Board, 

Washington,  D.  C.,  January  14,  194^* 

]\Ir.  Charles  B.  Henderson, 

Chairman,  Reconstruction  Finance  Corporation, 

Washington,  D.  C. 

Dear  Mr.  Henderson:  At  its  meeting  yesterday  the  Supply  Priorities  and 
Allocations  Board  discussed  the  sugar  situation,  and  directed  me  to  request  the 
Reconstruction  Finance  Corporation  to  purchase  and  store  alcohol  produced 
from  grain  until  it  can  be  delivered  for  ultimate  Army  and  Navy  use  and  for  sale 
by  the  Reconstruction  Finance  Corporation  to  legitimate  commercial  channels 
and  shall  secure  an  agreement  from  the  Army  and  Navy  to  use  all  alcohol  within 
military  specifications  produced  from  grain. 

In  view  of  the  urgency  of  this  matter,  I am  WTiting  immediately  of  the  Board's 
decision  and  w^ould  appreciate  an  early  reply. 

Sinerely  vours, 

Donald  M.  Nelson. 

cc:  Mr.  Herbert  Emmerich. 

Mr.  E.  B.  George. 

Mr.  A.  C.  C.  Hill,  Jr. 

Mr.  A.  I.  Henderson. 

War  Production  Board,  March  20,  1942, 

Mr.  John  D.  Goodloe, 

Defense  Supplies  Corporation, 

Washington,  D,  C. 

Dear  John:  Reconstruction  Finance  Corporation  w'as  directed  by  Supply 
Priorities  and  Allocations  Board  on  January  1,  1942,  to  take  all  necessary  action 
to  buy  and  store  alcohol  produced  from  grain. 

In  this  connection,  War  Production  Board  has  issued  an  order  forbidding  the 
use  of  alcohol  (of  190  proof)  produced  from  grain  for  beverage  purposes.  It  is 
provided  in  said  order  that  such  alcohol  may  be  sold  only  to  certain  persons, 
including  Reconstruction  Finance  Corporation. 

In  view'  of  the  following  facts — 

(1)  Grain  alcohol  producers,  by  and  large,  have  no  storage  facilities. 

(2)  Such  producers  are  not  set  up  to  do  a general  industrial  business. 


Stocks  of  190~proof  alcohol  as  of  Dec.  31,  1943  ^ 
[Gallons  of  190  proof] 

(1)  Alcohol  at  Internal  Revenue  Bonded  Premises  as  follows: 

Undenatured 

At  registered  distilleries 1,  157,  474 

At  internal  revenue  bonded  warehouses—  595,  407 

At  industrial  alcohol  plants 712,  685 

At  industrial  alcohol  bonded  warehouses.  27,  841,  704 

At  denaturing  plants 35,  528,  863 

At  bonded  dealers  premises 

At  bonded  manufacturers  premises 

Total 65,  836,  133 

Total  undenatured  and  denatured 

(2)  In  addition  there  w'as  in  stock  at  arsenals  and  powder 

plants 

Which  are  not  internal  reevnue  bonded  premises 
and  should  be  added  to  give 

(3)  Defense  Supplies  Corporation  stock  figure  on  December 

31,  1943,  was  as  follow's: 

Defense  Supplies  Corporation  owned 

Rubber  Reserve 

Army  and  Navy 


Total. 


Therefore  privately  owned  producer,  dealer,  and 

consumer  stocks  are  about 17,  401,  915 

> Statement  furnished  by  Dr.  Walter  G.  WTiitman.  i **  tu 

> This  figure  does  not  include  completely  denatured  alcohol,  which  goes  nearly  100  percent  to  antifreeze 
and  is  not  generally  acceptable  for  other  use.  nor  does  it  include  those  relatively  small  amounts  not  on 
internal  revenue  bonded  premises  (other  than  listed  above),  such  as  alcohol  tax  paid  for  food  and  drug 
products.  However,  it  is  essentially  the  bulk  of  the  190-proof  alcohol  at  producers,  dealers,  consumers, 
and  in  stock  pile.  This  fi^e  also  does  not  Include  alcohol  in  transit. 


Denatured 


17,  936,  232 

3,  535,  867 
12,  532,  386 

34,  004,  485 
99,  840,  618 

4,  166,  698 


3 104,  007,  316 


55,  752,  056 
20,  584,  345 
10,  269,  000 

86,  605,  401 
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(6)  Of  this  amount,  13,950,546  (80  percent)  was  on  hand  in  the 
plants  of  the  following  producers  and  consumers: 


Carbide 
Publicker 
Du  Pont 
Siboney 

New  England  Alcohol 


Commercial  Solvents 
Lac 

Standard  Alcohol 
Gulf  Distilling 
United  States  Industrial 

Alcohol  Stocks 


Letter  from  Dr.  Walter  G.  Whitman. 

War  Production  Board, 

Washington,  D,  C.,  March  1944» 

Hon.  Guy  M.  Gillette, 

United  States  Senate,  Washington,  D.  C. 

Dear  Senator  Gillette-  At  the  hearing  of  your  subcoinraittee  on  Thursday, 
March  23,  questions  were  raised  as  to  the  total  inve  itories  of  alcohol  in  the 
United  States.  I made  an  estimate  that  inventories  in  private  inoustry  would 
not  exceed  25,000,000  gallons,  and  agreed  to  check  this. 

We  have  now  secured  information  from  Defense  Supplies  Corporation  and  the 
Alcohol  Tax  Unit  which  we  have  combined  to  givh  approximately  the  following 
figures.  These  apply  to  stocks  as  of  December  31,  1943. 

Total  Government  stocks 

Private  stocks t — S 

High  wines  at  redistillation  points i,  ouu,  uuu 

T^tal 105,800,000 

The  first  item,  total  Government  stocks,  is  slightly  higher  than  the  figure  shown 
on  our  March  1 balance  sheet  because  of  a minor  error  in  the  earlier  tabulation. 

This  report  does  not  include  stocks  of  privately  held  alcohol  rot  on  Internal 
ReveT'ue  bonded  premi^e^,  such  as  alcohol  tax-paid  for  food  and  drug  products 
or  withdrawn  tax-free  as  completely  denatured  alcohol.  Completely  denatured 
alcohol  is  almost  wholly  used  for  antifreeze  purposes,  and  the  stocks  of  antnreeze 
of  course  vary  seasonally.  The  figures  also  do  not  include  alcohol  in  transit 
notably  alcohol  in  tank  cars  moving  from  producing  to  consuming  points. 

The  private  stocks  cover  producers,  consumers,  and  distributors  stocks  accord- 
ing to  the  records  of  the  Alcohol  Tax  Unit.  x i ■ * 

I think  it  reasor  able  to  assume  that  the  ^ount  of  private  stocks  in  the  country 

have  not  been  subject  to  very  great  variation.  , . . x ^ i -n  4. 

You  will  note  that  these  data  confirm  my  estimate  that  private  stocks  will  not 
exceed  25,000,000  gallons— in  fact  they  do  not  exceed  20,000,000  gallons  according 

to  these  figures. 

Very  truly  yours, 

Walter  Whitman, 

Assistant  Director,  Chemicals  Bureau, 

Government  stocks  of  ethyl  alcohol,  Mar.  16,  19U  (statement  prepared  by  Defense 

Supplies  Corporation) 


[All  figures  in  thousands  of  gallons  at  190  proof] 


Wine  gallons 


Defense  Supplies  Corporation: 

Pure 

SD2B 


Total. 


Rubber  Reserve  Company: 

Kobuta 

Louisville — 

Institute 

Dow 


Total. 


Estimated 

capacity 

Usable 

capacity 

Stocks  on 
hand 

66. 431 
9.939 

66,431 

9,939 

37. 614 
7,383 

76. 370 

76, 370 

44, 997 

17, 650 
11.880 
7,350 
886 

15,000 
9. 300 
5,900 
' 800 

11,677 
9, 831 
6, 320 
614 

37, 766 

31,000 

28,442 

Available 

capacity 


28.817 
2. 556 

31,373 


3,323 


3,509 
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Government  stocks  of  ethyl  alcohol.  Mar  16,  1"44  (statement  prepared  hy  Defense 

Supplies  Corporation) — Continued 

[All  figures  in  thousands  of  gallons  at  190  proof] 


Wine  gallons 

Estimated 

capacity 

Usable 

capacity 

Stocks  on 
band 

Available 

capacity 

Army  and  Navy  plants: 

Picatinny 

44 

33 

1 

48 

Chemical  Warfare 

5, 175 

3, 881 

3, 174 

707 

DuPont 

2,931 

2:199 

780 

1,419 

Hercules 

3,867 

2,975 

Z887 

88 

Tennessee  Eastman 

3,200 

2,400 

1,441 

959 

Navy  powder  plant 

361 

271 

241 

30 

Total 

15. 578 

11,759 

! 8. 571 

3,203 

Grand  total 

129, 714 

119. 129 

82. 010 

38,086 

Feb.  29,  1944 

133, 674 

123, 089 

79,664 

43,891 

Feb,  16, 1944 

133. 652 

123.067 

81.897 

41.687 

July  31,  1943  (maximum) 

166, 630 

152, 967 

138.008 

17,046 

Dec.  31,  1942 

94, 973 

94, 973 

63. 815 

31, 131 

Note.— “Available  capacity"  is  not  necessarily  the  difference  between  “Usable  capacity"  and  "Stocks  on 
hand"  since  some  tanks  may  be  temporarily  filled  beyond  the  arbitrary  “Usable  capacity." 

In  addition  there  were  2,487,000  wine  gallons  of  high  wines  on  hand  at  redistillation  plants,  or  the  equiva- 
lent of  1,852,000  wine  gallons  of  lOO-proof  alcohol. 

Alcohol  in  Defense  Supplies  Corporation  leased  storage 

(Statement  prepared  by  Defense  Supplies  Corporation) 

[All  figures  in  thousands  of  gallons  at  190  proof] 


Space  leased  at— 


Allied,  Riverdale 

American,  Sausalito 

Carbide  and  Carbon,  Whiting 

Commercial  Solvents,  Peoria 

Do-.- 

Douglas  Publicker,  Merrero 

Gulf  Refining,  Louisville 

Lawrence: 

Forest  View 

Richmond 

Lawrenceville 

Pryse 

Morgantown 

Fairfield 

Curtis  Bay 

New  England  Alcohol,  Everett... 
Publicker  Commercial: 

Philadelphia 

Philadelphia,  Tasker  St 

Pure  Oil,  Heath 

Rock  Island,  Indianapolis 

Shell,  East  Chicago 

Siboney,  Philadelphia 

Standard  of  Indiana,  Indianapolis. 

Tresler.  Cincinnati 

Walker,  Peoria — 


Total 

Defense  Supplies  Corporation  free  storage. 


Total. 


Estimated 

On  hand 

Available 

capacity 

Feb.  16 

capacity 

2, 730 

798 

1,932 

1,068 

570 

498 

1,400 

1,389 

11 

2,060 

1. 962 

98 

4,503 

3. 807 

696 

2, 308 

2,204 

104 

1,058 

636 

422 

4,018 

1,652 

2,366 

4. 016 

3. 310 

706 

2.478 

2.410 

68 

4,  482 

4.333 

149 

20.  615 

13,086 

7,529 

1.001 

632 

369 

2,996 

1,981 

1,015 

20 

22 

4, 880 

185 

4,695 

730 

730 

2,315 

2,315 

1,051 

1,033 

18 

6, 672 

257 

6,415 

540 

184 

356 

1, 389 

1.379 

10 

630 

294 

336 

2, 461 

2,380 

81 

75, 421 

44,504 

30,919 

949 

493 

456 

76, 370 

44, 997 

31,375 

Defense  Supplies  Corporation, 

Washington,  D.  C.,  May  23,  1944, 

Mr.  J.  G.  Sourwine, 

Counsel,  Liquor  Investigating  Committee, 

Subcommittee  of  the  Judiciary  Committee, 

Washington,  D,  C, 

Dear  Mr.  Sourwine:  The  transcript  of  the  hearings  held  on  May  18,  1944, 
is  returned  herewith. 

In  accordance  with  your  request  (p.  1364),  there  is  attached  a statement  setting 
forth  the  quantity  of  alcohol  acquired  under  the  subsidy  program  and  the  subsidy 
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paid  thereon.  Supporting  statements  show  the  quantities  acquired  each  month 
from  the  different  companies  and  the  amounts  expended  for  the  subsidy. 

The  transcript  has  been  corrected  on  page  1368  to  indicate  shipments  of  alcohol 
to  Rubber  Reserve  Company  during  the  first  quarter  of  approximately  92,500,000 
gallons  in  lieu  of  110.000,000  gallons. 

Very  truly  yours, 

Samuel  H.  Sabin, 

Vice  President, 

Subsidy  'program 

SUMMARY 


Per  gallon 


E,  I.  du  Pont,  Wilmington,  Del 

New  England  Alcohol  Co.,  Everett,  Mass 

Siboney  Distilling  Co.,  Philadelphia,  Pa 

United  States  Industrial  Chemical  Co.,  Yonkers,  N.  Y.. 
United  States  Industrial  Chemical  Co.,  Newark,  N.  J., 
Publicker  Commercial  Alcohol  Co.,  Philadelphia,  Pa... 


Total. 


190-proof  gallon 

Amount 

6,849, 381.20 
1, 726,  738. 10 
895, 515. 94 
2, 171, 215. 30 
816, 152. 50 
17, 706, 356. 70 

$2, 024, 217.  49 

573. 523. 21 
363, 354. 41 

959. 653. 21 
237, 851. 47 

6, 472,746. 19 

30, 165,359. 74 

10,631,345. 98 

. 44198896 

.2914 

.3655605 


. 352435577 


PUBLICKER  COMMERCIAL  ALCOHOL  CO..  PHILADELPHIA,  PA. 


UNITED  STATES  INDUSTRIAL  CHEMICALS,  INC.,  YONKERS,  N.  Y. 


September. 

October 

November. 

December. 

1944: 

January. 
February.. 
March 


Total 2,171,215.30 


NEW  ENGLAND  ALCOHOL  CO.,  EVERETT,  MASS. 


194, 376. 40 
f 208. 577. 70 
\ 247,267.40 

312, 796. 90 
269, 786. 80 

279, 906.  20 
329,  263.  30 
329, 240. 60 

$44, 337.  26 
50, 9.58.  20 
57, 210. 89 
140.840.  51 
159, 611.97 

175,068.66 
176,  594. 05 
155,  631. 67 

-1 

$0. 2281 
.2443128 

.23137253  j 

. 45026185 

.59167261 

. i 

. 62545477  ^ j 

. 536330793  * 

.472698913  ] 

2, 171,  215. 30 

959, 653. 21 

.44198896  i 

• v 1 

1943: 

September. 

October 

November. 

December. 


Total 1,726,738.10 


E.  I.  DU  PONT  DE  NEMOURS  & CO.,  WILMINGTON,  DEL. 


712,  269.  50 

$202,  284.  53 

$0,284  ] 

403,  221.  50 

114, 514.90 

.284  1 

434, 275. 70 

182, 479. 79 

.42  1 

176,  771. 40 

74,  243. 99 

.42  f 

1,  726,  738. 10 

573, 523.  21 

.3321  1 

October. 


1944:  January 

Total I 6,849,381.20 


1,  530, 837.  70 

$14,849. 13 

$0.0097  1 

r 1,530,709.50 

534,  215. 78 

.3496  1 

\ 1,411,794.80 

515, 587. 46 

.3652  1 

1, 708, 197.'50 

695, 236. 38 

. 4870  1 

667, 841. 70 

264, 331. 74 

.3958  1 

6,849,381.20 

2, 024, 217.  49 

.2955  1 
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Subsidy  program — Continued 

UNITED  STATES  INDUSTRIAL  CHEMICALS,  INC.,  NEW^ARK,  N.  J.,  PLANT 


Company 

190-proof  gallon 

Amount 

Per  gallon 

1943: 

September ... 

184,381.50 
f 221,765.20 
\ 201, 724. 60 

208, 281.20 

$22.457. 67 
69, 562. 80 
67, 645. 73 
78, 185.  27 

$0.1218 
.3136774 
.33533705 
. 37538327 

Ortohpr 

Nnv#»mh«»r 

Total 

816, 152.  50 

237, 851. 47 

.2914 

SIBONEY  DISTILLING  CORPORATION,  PHILADELPHIA,  PA. 


1943: 

Rppt.pmhflr 

187,372.  31 
/ 245,550.53 

\ 235,576.94 

227, 016. 16 

$48,  529.  43 
70, 890. 44 
81,368.28 
162, 566. 26 

$0,259 

.2884 

.3454 

.7161 

Of»tnb#>r 

T)ftfV!Tnhpr 

Total j 

895, 515. 94 

363, 354.41 

j .4057 

Defense  Supplies  Corporation — alcohol  contracts 

CHICAGO  AGENCY,  FOURTH  QUARTER  1943,  PRICES 


Contract  No.  Chi-5P- 

Producer 

Price  per  190- 
proof  gallon 

1 

ni-2 

American  Distilling  Co.,  Pekin,  111  

$0. 7818 

Ky-230 

.Tamos  R.  Roam  Di«5till«ng  On,,  Clprmnnt,  Ky  .... 

1.0017 

111-8 

Belvidere  Distilling  Co.,  Bclvidere,  ni._. 

.9017 

IAP-311 

Risnpglia  Dkt.illpry  Co  , Paoria,  Til  

.9.303 

I A P -273 

Boeckeler  Associates,  Trenton,  Mich  ur 

.9232 

Ky-35 

Bond’s  Mill  Distilling  Co.,  LawrencebLg,  Ky  

1.0987 

Ky-414 

Rrnwn-Forman  Di9tilWs  Cori>orfttinn,  aniiisvillp,  Ky 

.9908 

Ky-52 

Brown-Forman — LaBrot  & Graham,  Frnkfort,  Ky.  __  

1.3006 

Ohio-6 

Cedar  Valley  Distillery,  "Wooster,  Ohio 

1.1633 

Ky-13 1 

Churchill  Distilling  Co.,  Boston,  Ky  __  

1.0992 

I A P -280  ; 

Clinton  Products  Company,  Clinton,  Iowa  . 

.9366 

Ind-3 

Commercial  Solvents  CorT>oration,  Terre  Haute,  Ind 

.8233 

Ky-20 

Cummins-Collins  Distilleries,  Athertonville,  Ky  

(B)  1.00 

Pa-8  

Dillinger  Distilleries,  Ruffsdale,  Pa  

1. 1349 

Ky-23 

Dowling  Bros.  Distilling  Co.,  Burgin,  Ky 

(B)  1. 1976 

Ky-42 

Fairfield  Distillery,  Bardstown,  Ky 

1.1422 

IAP-349 

Farm  Crops  Processing  Corporation,  Omaha,  Nebr 

(1) 

Kv-10 

Flpisphmann  Di<;tlllmg  Corporation,  Owonsshoro,  Ky 

.9323 

Ky-7 

Frankfort  Distilleries,  Inc.,  Louisville,  Ky 

.9243 

Kv-17 

..  . do  . 

.9914 

Pa-12 

Frantz  Distillers,  Inc.,  Meversdale,  Pa  

1. 1692 

Ky-30 

General  Distillers  Corporation,  Louisville,  Ky 

1 .9658 

Ky-24 

Glenmore  Distilleries,  Owensboro,  Ky  

1 .8597 

I A P -345  

Grain  Prnopssing  Corporation,  Mn5?oatine, 

! (B)  1. 05 

Ky-15 

KpntTtnk-y  River  DistilWVi  Camj»  Nolson,  Ky  

' 1.0318 

Ky-39 - 

Mpa«low  T.awn  Distilling  Co  , Mpadnwlawn,  Ky 

.8856 

Ky-49 

Medley  Distilling  Co.,  Owensboro,  Kv  . 

.9580 

In’d-5 

Mprch’ant's  Distilling  Corporation,  Terra  Hantp,  Tnd 

.8218 

IAP-217 

Midwest  Solvents  Co.,  Atchison,  Kans 

.8903 

National  Distillers  Products  Corporation: 

Ky-47 

Blue  Grass  Plant,  Gethsemane,  Ky  

1.0555 

Ohio-1 

Carthage  Plant,  Cincinnati,  Ohio 

.8238 

IU-4 

Century  Plant,  Peoria,  111  

.6905 

Ky-14 

Elkhorn  Forks  Plant,  Frankfort,  Ky 

.9161 

Ky-4 

Hill  & Hill  Plant,  Bardstown.  Ky  

(B)  1.01 

Ky-8. 

Hermitage  Plant,  Lawrenceburg,  Ky  

' 1.0998 

Ky-25-53 

Old  Crow  & Old  Taylor  Plant,  Frankfort,  Ky  

1. 0082 

Ky-19 

Old  Grand-Dad  Plant,  T.onisville,  Ky  

.9054 

Pa-3 

A.  Overholt  & Co.,  Broad  Ford,  Pa. 

.9327 

Pa-5 

A.  Overholt  & Co.,  Large,  Pa  

.9944 

Ky-3 

Sunny  Brook  Plant,  Louisville,  Ky  _ 

.8265 

IAP-348 

KansM  City  Plant,  Kansas  City,  Mo 

0) 

Ky-33. 

Old  Times  Distillery  Co.,  Ekron,  Kv 

L1008 

Mo-2 

OrArk  MnnntAin  Distilling  Cn  , .Toplin,  Mn 

.8566 

Pa-15 

Park  & Tilford  Distillers,  Brownsville,  Pa 

1 .9366 

Ky-6 

Park  & Tilford  Distillers,  Louisville,  Ky 

1 1.0229 

Ky-50 

Park  & Tilford  Distillers,  Midway,  Ky  

1 L0866 

Ky-22 

H.  E.  Pogue  Distillery  Co.,  Maysville,  Kv 

1 1.3453 

1 No  production. 
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Defense  Supplies  Corporation — alcohol  contracts — Continued 

CHICAGO  AGENCY,  FOURTH  QUARTER  1943,  PRICES-Continucd 


Contract  No.  Chi-6P- 


Producer 


Price  per  190- 
proof  gallon 


Ky-27 Ripy  Bros.  Distillers,  Lawrenceburg.  Ky 

• Schonley  Distilleries,  Inc.: 

Ky-9. Associated  Kentucky  Plant,  Lebanon,  Ky 

Ky-1 Bernheim  Distilling  Co.,  Louisville,  Ky 

Ky-2 do  

Ky-36 Stagg-Blue  Ribbon  Plant,  Carrollton,  Ky 

Pa-4 Jos.  S.  Finch  & Co.,  Schenley,  Pa 

Ky-105 Green  River  Plant,  Stamping  Ground,  Ky 

Ind-7-2 Old  Quaker  Plant,  Lawrenceburg,  Ind 

Ky-5 James  E.  Pepper  & Co.,  Lexington,  Ky 

Ky-113 Geo.  T.  Stagg  Co.,  Frankfort,  Ky 

Ky-18 Stagg-Limestone  Springs  Plant,  Limestone  Springs,  Ky, 

Joseph  E.  Seagram  & Sons,  Inc.: 

Ky-48 Dant  & Dant  Plant,  Louisville.  Ky 

Ohio-3 Dant  & Dant  Plant,  Bedford,  Ohio 

Ind-1 Lawrenceburg  Plant.  Lawrenceburg,  Ind 

Ky-,37 Louisville  Plant,  Louisville,  Ky 

Ky-111 McKenna  Plant,  Fairflelfi,  Ky 

Ky-40 McKenna-Old  Colonel  Plant,  Midway,  Ky 

Ky-21 McKenna-Blair  Plant,  St.  Francis,  Ky 

Ky-15 Old  Lewis  Hunter  Plant,  Cynthiana,  Ky 

Ky-28- Shawhan  Distillery  Co.,  Bardstown,  Ky 

Obio-2 Siegfried  Loewenthal  Co.,  Cleveland,  Ohio 

Ind-8 W.  P.  Squibb  Distilling  Co..  Vicennes,  Ind 

Ky-16. Stitzel- Weller  Distillery.  Shively,  Ky 

Ky-240 Taylor  & Williams  Distilleries,  Louisville,  Ky... 

Ky-12_ Tom  Moore  Distillery  Co.,  Bardstown,  Ky 

Hiram  Walker  & Sons: 

BM.— Clark  Street  Plant,  Peoria,  111 

I1I-3 Edmund  Street  Plant.  Peoria,  111 

Ind-4 James  Walsh  <fe  Co.,  Inc.,  Lawrenceburg,  Ind. 

Ky-61  Wathen  Bros.  Distillers,  Bardstown,  Ky 

IAP-337 Yankton  Industrial  Alcohol  Corporation,  Yankton,  8.  Dak. 


$0. 9645 

1. 3405 
.8654 
.8529 
1. 1083 
.8014 
1.0504 
.7087 
.8186 
.7975 
0) 

.8909 
1. 1932 
.8328 
.8927 
(•) 

1.0322 
1.3634 
1.0639 
(B)  1.07 
1. 1607 
1.0191 
.9472 
1.0681 
1.0746 

.8018 

.6991 

.8867 

1.0319 

1.07U 


* No  production. 

PHILADELPHIA  AGENCY,  FOURTH  QUARTER,  1943,  PRICES 


Contract  No.  Phi-5P- 


Producor 


Price  per  190- 
proof  gallon 


Va-4..., 
Va-3..-. 
Md-14... 
Mass-8.. 
1 A P-168. 
NY-1... 
Pa-n.„. 
lAP-256. 
Md-10... 
Mass-9- - 
Md-7.... 
Pa-16.— 
IAP-201, 
Pa-20— 
Md-8— 


IAP-160. 

IAP-29-. 

Pa-1. 

Pa-lO.— 

Mass-4— 

Md-6— 


Md-3... 

Md-9... 

Md-1... 

Md-12... 

IAP-140. 

Conn-1.. 

Md-13.. 


Belle  Meade  Distilling  Corporation,  Belle  Meade.  Va (B)  1.30 

A.  Smith  Bowman  Distillery,  Sunset  Hills.  Va 1.0988 

Carrollton  Springs  Pure  Rye  Distillery.  Baltimore,  Md (B1  1.05 

Consolidated  Distilleries,  Inc.,  East  Taunton,  Ma.«!S (B).99 

E.  I.  du  Pont  de  Nemours  & Co..  Camors  Point,  N.  J . 8737 

Flei’^chmann  Distilling  Corporation,  Peekskill,  N.  Y .0354 

Foust  Distilling  Corporation,  Glen  Rock,  Pa (B)  1. 10 

Genesee  Brewing  Co.,  Rochester,  N.  Y . 9819 

Harford  County  Distillery,  Havre»dc  Grace,  Md 1. 16445 

Highland  Distilleries,  Boston,  Mass (B)  1.4648 

James  Distillery,  Baltimore,  Md 1.2091 

Mid-Valley  Distillery.  Archbald,  Pa... 1.4160 

New  England  Alcohol  Co.,  Everett,  Mass (*) 

Old  Clover  Distilling  Co.,  Tunkhannock,  Pa 1. 3048 

Park  & Tilford  Distillers,  Owings  Mills,  Md (B)  .9321 

Publicker  Commercial  Alcohol  Co.: 

Bigler  Street  plant.  Philadelpiha,  Pa .8872 

Tasker  Street  plant,  Philadelphia,  Pa — *.48 

Continental  plant,  Philadelphia,  Pa .9143 

Kinsey  plant,  Linfield,  Pa 1.1160 

Roadville  Distilleries,  Boston,  Mass 1.0073 

Schenley  DLstilleries— Monticello  plant,  Baltimore,  Md .8027 

Joseph  E.  Seagram  & Sons,  Inc.* 

Calvert  Distilling  Co.,  Relay,  Md (B).95 

Hunter  Distilleries  Co.,  Qwynbrook,  Md (B)l.  15 


lAP-l... 

IAP-158, 

IAP-223. 

Md-5... 


Paul  Jones  & Co.,  Baltimore,  Md 

Sherwood  Distilling  Co.,  Westminister,  Md 

Siboney  Distilling  Corporation,  Philadelphia,  Pa 

United  Distillers  Products  Corporation,  Amston,  Conn 

United  Distillers  of  America,  Ltd.,  Baltimore,  Md 

United  States  Industrial  Chemicals,  Inc. 

Curtis  Bay  plant,  Curtis  Bay,  Md 

Newark  plant,  Newark,  N.  J » 

Yonkers  plant,  Yonkers,  N.  Y 

Frank  L.  Wight  Distilling  Co.,  White  Marsh,  Md 


.9657 

1.128861 

1.1778 

1,3094 

.9928 

.8870 
. 8554 
1.0313 
1.0828 


* $0.87339  to  Nov.  12,  $0.48  (ceiling)  after. 

* Ceiling. 

Note.— Billing  prices  indicated  by  *‘B.”  All  other  prices  represent  voluntary  adjustments  by  producers, 
based  upon  actual  costs  for  period.  All  prices  are  subject  to  review  and  farther  adjustment  by  Office  of 
Price  Administration. 
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Defense  Supplies  Corporation — alcohol  contracts — Continued 

NEW  ORLEANS  AGENCY,  FOURTH  QUARTER,  1943.  PRICES 


Contract  No.  NO-5P- 


Producer 


Price  per  190- 
proof  gallon 


IAP-225 — Chartres  Alcohol  Co.,  New  Orleans^a — — 

I.AP-31 — Commercial  Solvents  Corporation,  Harvey,  La 

IAP-128*  — Commercial  Solvents  Corporation,  Westwego,  La 

IAP-170 Gulf  Distilling  Coriwration,  Gretna,  La 

IAP-239  — Publicker  Commercial  Alcohol  Co.,  Westwego,  La 

IAP-2 United  States  Industrial  Chemicals,  Inc.,  New  Orleans,  La. 


$0.5225 

.48 

,48 

.499 

.48 

.48 


Note.— Above  ceiling  prices  for  alcohol  production  from  molasses  are  established  by  Office  of  Price 
Adminikration  M PR-28  and  special  orders  thereunder. 


SAN  FRANCISCO  AGENCY,  FOURTH  QUARTER,  1943.  PRICES 


Contract  No.  SF-5P- 


Producer 


Price  per  190- 
proof  gallon 


Cal-4 American  Distilling  Co.,  Sausalito,  Calif 

Cal- 74 Bisceglia  Bros.  Wine  Co.,  Fresno,  Calif (B)- 

IAP-25  (Tommercial  Solvents  Corporation,  Agnew,  Calif 

Cal-461-1 B.  Cribari  & Sons.  Inc.,  Madrone,  Calif. (B).67^ 

C,al-27  Franzia  Bros.  Winery,  Ripon,  Calif. - (OPA).  5250 

Cal-1— I E.  A J.  Gallo  Winery,  Modesto,  (*) 

Cai-442-1  — Garden  Vineyards  Winery  & Distillery  Co.,  Fowler,  Calif .6^5 

Cal-2  Hedgeside  Distilling  Corporation,  Napa,  Calif (B)  LW 

lA  P-224 Lac  Chemicals,  Inc.,  Culver  City,  Calif . 47TO 

Cal-21  Petri  Wine  Co.,  Escalon,  Calif • jW7 

CaI-501 Roma  Wine  Co.,  Fresim,  Calif,...--.-....-- -gSo 

Cai-251 San  Gabriel  Vineyard  Co.,  ban  Gabnol,  Calif, • 

Cal-50  — San  Martin  Vineyards  Co.,  San  Martin,  Calif 

Ariz-l-’I Schenley  Distilleries,  Inc.,  Tovrea.  Ariz 1.  ^ 

Cal-73 — Sunnyside  M'lnery,  Fresno,  Calif- - — (1>>.74U6 


* Ceiling. 

* No  production. 

Note  —Billing  prices  indicated  bv  “B.”  All  other  prices  (except  1)  repersent  voluntary  adjustments  by 
prohuwrs.  based  upon  actual  costs  for  period.  .All  voluntarily  adjusted  and  billing  prices  subject  to  review 

and  possible  further  adjustment  by  Office  of  Price  Administration. 

Fourth  quarter  price  of  $0.5250  for  Franzia  Bros.  Wmery  (above)  established  by  Office  of  Pnee  Admin- 
istration after  audit  of  producer’s  costs. 


Alcohol  Requirements  of  the  Rubber  Program 

[Correspondence  and  memoranda  from  the  files  of  the  Rubber  Director] 

May  21,  1943. 

MEMORANDUM 

To;  Dr.  Walter  O.  Whitman. 

From:  Bradley  Dewey,  Deputy  Rubber  Director. 

Subject:  AJcohol  requirements  for  butadiene  and  styrene  plants. 

According  to  our  latest  estimates,  the  alcohol  requirements  for  butadiene  and 
styrene  production  for  the  balance  of  1943  and  the  year  1944  will  be  approxi- 
mately 130,499,000  gallons  and  286,812,000  gallons  respectively.  However, 
since  it  is  impossible  at  this  time  to  accurately  predict  consumption,  you  should 
use  a plus  or  minus  10  percent  leeway  on  these  yearly  totals  for  fitting  these 
figures  into  your  over-all  program. 

For  your  convenience  and  personnel  use,  we  are  enclosing  a copy  of  our  work 
sheets  showing  the  estimated  alcohol  requirements  by  location  for  these  two 
periods. 


ff 


846 


LIQUOR  INDUSTRY 


June  23,  1943. 


MEMORANDUM 

To:  Dr.  Walter  G.  Whitman. 

From:  Bradley  Dewey,  Deputy  Rubber  Director. 

Subject:  Alcohol  requirements  for  synthetic  rubber  program. 

Attached  are  our  latest  estimates  of  alcohol  requirements  for  the  synthetic 
rubber  program,  by  location,  for  July,  August,  and  September  1^43.  . .i,  x 

We  are  planning  to  review  these  estimates  the  middle  of  July  and  hope  at  that 
time  to  be  able  to  give  you  more  realistic  data  as  a result  of  the  experience  m the 
plants  which  will  have  begun  operation  between  now  and  that  time. 

As  in  the  case  of  previous  estimates,  you  should  allow  yourself  a plus  or  minus 
10  percent  leeway  with  these  estimates. 

Alcohol  requirements  for  synthetic  rubber  program  in  gallons 


(The  following  data  shows  the  estimated  alcohol  requirements  for  the  synthetic 
rubber  program  for  July,  August,  and  September,  1943,  by  location.  No 
provision  has  been  made  in  these  figures  for  a working  inventory  of  alcohol  at 
the  respective  plants) 


RUTADIENE 


Ixication 

July 

August 

September 

7. 600.000 

7, 600.000 

8,000.000 

1.740,000 

4, 430, 000 

7, 000,000 

Ix)uisville  (Carbide  & Carbon) 

1. 740.000 

5, 100, 000 

6, 000,000 

11,080,000 

17, 130,000 

21, 000, 000 

STYRENE 


210,000 

380.000 

180.000 

440.000 

630.000 

Total  styrene  alcohol  requirements 

210,000 

570,000 

970,000 

Grand  total  alcohol  requirements,  butadiene  and  styrene 

11,290,000 

17,700,000 

21,970,000 

\ 

ETHYL  BENZENE 


Canton,  Ohio  (Canton  Refinery) 

92.000 

92,000 

92,000 

11,382,000 

17, 792,000 

22,062,000 

Office  of  Rubber  Director,  June  23,  1943. 


July  13,  1943. 

MEMORANDUM 

To:  Dr.  Walter  G.  Whitman. 

From:  Bradley  Dewey,  Deputy  Rubber  Director. 

Subject:  Alcohol  requirements  for  synthetic  rubber  program. 

Attached  are  our  latest  estimates  of  alcohol  requirements  for  the  production 
of  butadiene  and  styrene  for  the  balance  of  the  year  1943  and  the  year  1944. 

As  in  the  case  of  previous  estimates,  you  should  allow  yourself  a plus  or  minus 

10  percent  leeway  with  these  data. 


t 
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MEMORANDUM 


August  14,  1943. 


To:  Dr.  Walter  G.  Whitman. 

From:  Bradley  Dewey,  Deputy  Rubber  Director. 

Subject:  Alcohol  requirements  for  synthetic  rubber  program. 

Attached  are  our  latest  estimates  of  alcohol  requirements  for  the  production  of 
butadiene  and  styrene  for  the  balance  of  the  year  1943  and  the  year  1944. 

As  in  the  case  of  previous  estimates,  you  should  allow  yourself  a plus  or  minus 
10-percent  leeway  with  these  data. 


Alcohol  requirements  of  butadiene  and  styrene  plants  in  gallons,  1943—44 

(The  following  data  show  the  estimated  alcohol  requirements  for  the  operation  of  butadiene  and  styrene  plants  for  the  balance  of  1^43  and 
the  year  1944,  by  location.  No  provision  has  been  made  in  these  figures  for  a working  inventory  of  alcohol  at  the  respective  plants; 
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Septembek  22,  1943. 


MEMORANDUM 


To;  Dr.  Walter  G.  Whitman. 

From:  Bradley  Dewey,  Rubber  Director. 

Subject;  Alcohol  requirements  for  synthetic  rubber  program. 

Attached  are  our  latest  estimates  of  alcohol  requirements  for  the  production 
of  butadiene  and  styrene  for  the  balance  of  the  year  1943  and  for  the  calendar 
year  1944. 

We  believe  these  are  accurate  within  10  percent. 


/ 
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memorandum 


November  11,  1943. 


To:  Dr.  Walter  G.  Whitman,  room  1073,  Tempo  S. 

From:  Bradley  Dewey,  Rubber  Director. 

Subject:  Alcohol  requirements  for  synthetic  rubber  program. 

Confirming  our  telephone  conversation  of  some  time  ago,  I am  summarizing 
herewith  our  latest  estimates  on  the  ethyl  alcohol  requirements  for  the  rubber 
program  for  the  year  1944.  These  requirements  are  based  upon  gallons  of  190- 
proof  alcohol  and  the  consumption  should  be  more  or  less  umfrom  throughout  the 
year  with  the  exception  of  that  for  the  Publicker  Commercial  Alcohol  Co.,  which 
will  most  likely  concentrate  in  the  last  6 to  9 months  of  the  year. 


X j*  Gallons 

Butadmne:  W Va  . 106,000,000 

pXdSi^  ooo>  000 

Angete,  Cant 

Kobuta,  Pa 8,  000,  000 


Total 311,  500,  000 

You  will  note  that  these  requirements  are  about  7 percent  less  than  those  given 
in  my  letter  of  September  22.  This  decrease  is  due  to  two  mam  factors,  namely, 
improved  yields  of  butadiene  per  gallon  of  alcohol  and  better  estimates  of  operat- 
ing capaci'tv  based  upon  more  experience.  , . -j  .j 

As  with  past  estimates,  we  do  not  believe  that  these  values  should  be  considered 

more  accurate  than  plus  or  minus  10  i^ercent. 


i 
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December  15,  1943. 

Mr.  Walter  G.  Whitman, 

Assistant  Director,  Chemicals  Division, 

War  Production  Board,  Washington,  D,  C. 

Dear  Sir;  This  is  to  advise  you  that  our  most  recent  estimates  of  alcohol  re- 
quirements for  the  rubber  program  for  1944  indicate  a consumption  of  327.6  million 
gallons  of  alcohol  instead  of  our  previously  estimated  311.5  million  gallons.  Ihe 
break-down  of  the  alcohol  requirements  by  quarters  is  as  follows:  caUons 


First  quarter-.. 
Second  quarter. 
Third  quarter.. 
Fourth  quarter 


82,  200,  000 
83,  400.  000 
81,  000,  000 
81,  000,  000 


1944  total 327,  600,  000 

In  making  these  estimates,  it  is  contemplated  to  run  the  present  conipleted 
alcohol  butadiene  plants  for  all-out  production  in  the  first  two  quarters  of  1944. 
Thereafter  they  will  be  run  at  a slightly  reduced  rate.  However,  the  Publicker 
butadiene  plant  at  Philadelphia  will  begin  operations  during  the  second  quarter 
and  will  partially  replace  this  decrease  in  alcohol  consunyition. 

The  increa.se  over  the  previous  estimate  is  based  on  the  following  facts: 

1.  Recent  data  have  indicated  that  the  alcohol  plants  will  run  considerably  more 

than  150  percent  of  rated  capacity.  . j 

2 There  is  at  present  a 35,000-ton  deficit  in  GR-S  production. 

3.  The  petroleum  butadiene  plants  will  come  into  full-scale  operation  several 

months  later  than  we  had  previously  e.stimated.  .u  ->  • 

4 After  the  petroleum  butadiene  plants  are  in  successful  operation,  there  is 
grave  doubt  as  to  whether  they  can  be  run  above  rated  capacity  because  of  the 
great  demand  for  butvlenes  for  the  aviation  gasoline  program.  , , 

In  view  of  the  above,  we  feel  it  is  necessary  to  run  the  alc9hol  butadiene  plants 
full  blast  for  at  least  the  first  half  of  1944,  hence  the  increase  m our  estimated  alco- 

hol  requirements. 

Yours  very  truly, 


Bradley  Dewey,  Rubber  Director, 
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January  25,  1944. 

Dr.  Walter  Whitman, 

Chief,  Chemicals  Division,  War  Production  Board, 

Washington,  D,  C. 

Dear  Dr.  Whitman:  This  is  to  confirm  our  tclepiione  conversation  of  thir 
afternoon  and  to  acknowledge  your  having  sent  me  a copy  of  your  memorandum 
of  January  18  to  Dr.  W.  Y.  Elliott  in  which  you  discuss  the  trouble  you  are  having 
in  getting  from  the  War  Food  Administration  a commitment  to  supply  more  than 
130,000,000  of  the  170,000,000  bushels  plus  or  minus  the  grain  necessary  for  your 
1944  alcohol  program.  I am  not  commenting  on  the  discussion  in  question  other 
than  to  say  that  we  look  to  you  and  rely  upon  you  as  we  have  in  the  past  for  our 
requirements  of  alcohol.  We  have  implicit  confidence  in  your  statements  that 
you  will  so  do. 

At  present,  it  is  our  understanding  that  you  have  recorded  our  basic  require- 
ments as  329,600,000  gallons  plus  or  minus  10  percent,  and  that  you  have  taken 
cognizance  of  our  subsequent  statement  that  we  feel  confident  that  we  will  use  a 
part  of  the  additional  10  percent  so  that  our  requirements  will  be  345,000,000  plus 
or  minus  5 percent. 

Since  there  seems  to  have  been  a feeling  that  our  requirements  will  be  less  than 
the  last  quarter  of  the  year,  I wish  to  emphasize  that  as  of  today  we  see  little  or 
no  possibility  of  this  being  the  case. 

Very  sincerely  yours, 


Bradley  Dewey,  Rubber  Director, 


February  10,  1944. 

Prof.  W,  G.  Whitman, 

Assistant  Director,  Chemicals  Division,  War  Production  Board, 

Washington,  Z).  C. 

Dear  Professor  Whitman:  I am  enclosing  herewith  our  latest  estimates  of 
the  alcohol  requirements  for  the  rubber  program  for  1944. 

The  attached  table  gives  our  present  estimated  alcohol  requirements  as  345,- 
300,000  gallons.  This  is  an  increase  of  17,700,000  gallons  from  our  estimate  of 
December  15,  1943.  We  believe  that  this  new  estimate  is  probably  better  than 
those  previously  made  and  that,  therefore,  the  variation  limits  can  be  dropped 
from  ± 10  to  ±5  percent.  A-r.  Dewey  believes  that  the  actual  consumption  is 
more  likely  to  be  in  line  with  the  +5  percent  due  to  the  fact  that  during  January 
the  alcohol  butadiene  plants  used  27,300,000.  This  quantity  prorated  for  the 
year,  together  with  the  allowance  for  alcohol  consumption  by  the  styrene  plants, 
corresponds  to  slightly  over  345,000,000  gallons  without  anv  allowance  for  the 
Publicker  plant  at  Philadelphia.  In  view  of  the  fact  that  we  expect  the  Publicker 
plant  to  begin  operation  within  the  next  few  months,  it  is  expected  that  the 
monthly  consumption  will  be  greater  than  for  January.  The  Carbide  and  Carbon 
units  themselves  will  probably  also  show  further  increases  in  capacity,  although 
these  are  likely  to  be  relatively  small  percentagewise. 

Yours  very  truly, 

E,  R.  Gilliland, 
Assistant  Rubber  Director , 


Rubber  'program,  estimated  alcohol  requirements  for  1944 


Gallons 

January 27,400,000 

February 27,500,000 

March 28,400,000 

April 28,  400,  000 

May 28,  500,  000 

June 28,700,000 

July 29,000,000 


Gallons 

August 29,400,000 

September... 29,  500,  000 

October 29,  500,  000 

November 29,  500,  000 

December 29,  500,  000 

Total 345,  300,  000 


1 
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War  Production  Board, 

^ ^ ^ Washington,  D.  C.,  March  6,  194A, 

Col.  Bradley  Dewey, 

Director,  Office  of  the  Rubber  Director, 

War  Production  Board,  Washington,  D,  C,: 

Dear  Bradley:  Confirming  our  telephone  conversation  of  this  forenoon,  I 
understand  that  your  present  estimate  of  the  alcohol  requirements  of  the  rubber 
program  for  the  calendar  year  1945  is  365,000,000  gallons. 

For  our  estimates  of  alcohol  supplies  and  requirements  in  1945  I propose  to 
use  this  figure  with  the  following  conditions: 

1.  Approximately  equal  monthly  requirements  throughout  the  year. 

2.  Any  savings  in  alcohol  for  styrene  or  butadiene  resulting  from  the  projected 
installation  of  recovery  equipment  at  the  butadiene  plants  will  represent  equiva- 
lent deductions  from  the  365,000,000-gallon  requirement. 

Please  advise  whether  the  above  assumptions  appear  reasonable  to  you. 

Yours  very  truly, 

Walter  G,  Whitman, 
Assistant  Director,  Chemicals  Bureau, 


w n Av  March  8,  1944. 

Dr.  Walter  G.  Whitman, 

Assistant  Director,  Chemicals  Bureau,  War  Production  Board, 

Washington,  D.  C. 

Dear  Dr.  Whitman:  In  answer  to  your  letter  of  March  6,  1944,  I think  it 
unwise  to  plan  alcohol  requirements  of  less  than  365,000,000  gallons  for  the  rubber 
program  in  1945  and  feel  that  this  should  be  available  in  equal  monthly  install- 
ments. 

Very  sincerely  yours, 

* Bradley  Dewey,  Rubber  Director, 


^ April  7,  1944. 

Dr.  W''alter  G.  W^hitman, 

Assistant  Director,  Chemicals  Bureau, 

Washington,  Z).  C. 

Dear  Dr.  Whitman:  In  answer  to  your  request  for  revised  estimates  as  to 
the  alcohol  we  will  use  this  year  for  the  making  of  synthetic  rubber,  I wTite  to 
say  that  the  plants  making  butadiene  from  alcohol  are  doing  better  every  day 
thaai  was  anticipated,  and  I do  not  think  it  is  safe  for  us  to  contemplate  that  our 
demands  for  this  year  will  be  less  than  365,000,000  gallons.  For  any  accuracy 
in  this  type  of  figuring,  you  can  contemplate  that  our  demands  will  probably  be 
spaced  equally  thorughout  the  rest  of  the  year.  You  realize,  of  course,  that  if 
the  manpow’er  problems  are  not  straightened  out,  this  demand  may  not  materialize. 
We  have  been  assured  that  manpower  will  be  taken  care  of  and  we  are  confident 
that  means  will  be  found  to  keep  the  tire  factories  running. 

Very  sincerely  yours, 

Bradley  Dewey,  Rubber  Director, 


Revised  Estimate  of  Need  for  Alcohol  in  the  Rubber  Program 

( 

(Letters  from  Col,  Bradley  Dewey,  Rubber  Director) 


War  Production  Board, 

Office  of  Rubber  Director, 
Washington,  D,  C,,  June  21,  19 AL 

Hon.  Pat  McCarran, 

United  States  Senate,  Washington,  D,  C. 

My  Dear  Senator:  Attached  please  find  copy  of  a letter  I wrote  Mr,  Donald 
Nelson  yesterday. 

With  best  regards,  I am 
Very  sincerely  yours, 


Bradley  Dewey,  Rubber  Director, 
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War  Production  Board, 

Office  of  Rubber  Director, 
Washington,  D,  C.,  June  20,  1944- 

Mr.  Donald  Nelson, 

Chairman,  War  Production  Board,  Washington,  D,  C, 

Dear  Mr.  Nelson:  As  requested,  I have  reviewed  our  estimated  needs  for 
alcohol.  This  review  reflects  the  effect  of  the  excellent  performance  of  some  of 
the  big  plants  for  making  butadiene  from  petroleum,  the  completion  this  month 
of  the  plant  at  Lake  Charles  and  the  operation  of  the  Houdry  units.  It  also 
reflects  the  effect  of  manpower  shortages  in  the  rubber-goods  manufacturing 
plants.  ' 

As  a result  of  these  studies,  we  now  estimate  that  our  requirements  of  alcohol 
during  the  second  half  of  1944  will  not  be  more  than  165,000,000  gallons  and 
during  1945,  335,000,000  gallons. 

These  estimates  bring  our  stated  requirements  of  alcohol  to  those  in  exhibit  B 
of  Progress  Report  No.  5 and  reflect  our  conclusion  that  it  is  no  longer  necessary 
to  claim  the  additional  alcohol  formerly  carried  as  a safety  factor  to  protect 
against  possible  difficulties  in  the  petroleum  plants. 

Our  requirements  for  alcohol  will  be  reduced  further  in  the  event  that  the  over- 
all war  program  makes  it  advisable  for  us  to  use  sufficient  butylenes  to  run  the 
butadiene  from  butylene  plants  at  anything  like  their  demonstrated  capacities. 

Very  sincerely  yours, 

Bradley  Dewey,  Rubber  Director, 


Liquor  “Holiday”  , 

{Press  release  issued  by  War  Production  Board) 

June  20,  1944. 

Donald  M.  Nelson,  Chairman  of  the  War  Production  Board,  announced  today 
that,  in  line  with  the  established  War  Production  Board  policy  of  releasing  any 
facilities  not  needed  for  winning  the  war,  he  is  notifying  the  Nation*s  distillers 
that  their  facilities  will  not  be  needed  for  making  industrial  alcohol  during  the 
month  of  August.  They  will  return  to  industrial  alcohol  production  in  September, 

Mr.  Nelson  took  this  action  after  receipt  of  a latter  from  Rubber  Director 
Bradley  Dewey  stating  that  the  program  for  making  butadiene  from  petroleum 
is  proceeding  satisfactorily  and  that  the  requirements  of  the  rubber  program  for 
industrial  alcohol  will  be  some  20,000,000  gallons  less  than  was  estimated  for 
1944  and  approximately  30,000,000  gallons  less  for  1945. 

Requirements  for  industrial  alcohol  for  1944  for  all  war  purposes  are  now 
estimated  at  614,000,000  gallons.  New  supply  is  estimated  at  612,000,000 
gallons,  and  Government  stocks  of  alcohol,  including  reserve  stockpile  and  work- 
ing stocks,  are  approximately  80,000,000  gallons.  In  view  of  these  figures,  Mr. 
Nelson  said,  it  will  be  possible  to  dispense  with  the  distillers'  August  production, 
which  would  be  in  the  neighborhood  of  20,000,000  to  25,000,000  gallons  of  190- 
proof  alcohol. 

The  entire  production  of  the  distillers  of  America  has  been  taken  for  industrial 
alcohol  since  October  8,  1942,  the  War  Production  Board  said. 


Alcohol  'projects  decided  upon  and  approved  subsequent  to  the  Baruch  report 
(Table  prepared  by  War  Production  Board,  Chemical  Division,  as  of  Mar.  10, 1944]’ 


Plant  and  location 

Annual 
capacity 
(approxi- 
mate in 
gallons) 

Date  of  War 
Production 
Board  approval 

Date  of  initial 
operation 

January 
1944  pro- 
duction 
(gallons) 

February 
1944  pro* 
duct  ion 
(gallons) 

1.  Yankton  Industrial  Alco* 
hoi  Co.,  Yankton,  S. 
Dak. 

1, 300, 000 

November  1942.. 

July  1943 

76,000 

57,000 

2.  Dakota  Brewing  Co., 
Huron,  S.  Dak. 

1, 100, 000 

December  1942. _ 

May  1944 



3.  Park  Brewing  Co.,  Boston, 
Mass. 

900,000 

do 1 

1 

May  1943 ' 

1 ' 

' 70,000 

69,000 
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Alcohol  projects  decided  upon 


Plant  and  location 


4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

16. 

17. 

18. 

19. 

20. 
21. 

22. 


Carrollton  Springs  Pure 
Rye  Distillery,  Inc.,  Bal- 
timore. Md. 

Farm  Crops  Processing 
Corporation,  Omaha, 
Nebr. 

National  Distillery  Prod- 
ucts Corporation,  ICansas 
City,  Mo. 

Grain  Processing  Corpora- 
tion, Muscatine,  Iowa. 

Montreal  Products,  Mon- 
treal, Canada. 

Joseph  E.  Seagram,  Louis- 
ville, Ky. 

Joseph  E.  Seagram,  Balti- 
more, Md. 

Joseph  E.  Seagram,  Law- 
renceburg,  Ind. 

Joseph  E.  Seagram,  Louis- 
ville, Ky. 

Continental  Distilling  Co., 
Philadelphia,  Pa. 

Boeckler  Associates,  Tren- 
ton Valley,  Mich. 

Roma  Wine  Co,,  Fresno, 
Calif. 

American  Distilling  Co., 
Pekin,  111. 

Canadian  Industrial,  On- 
tario. Canada. 

Olenmore  Distillery, 
Owensboro,  Ky. 

Frankfort  Distillery, 
Frankfort,  Ky. 

Sotol  Co.,  Del  Rio,  Tex 

Galsworthy,  Inc.,  Idaho 
Falls,  Idaho. 

Puget  Sound  Pulp  & Tim- 
ber Co.,  Bellingham, 
Wash. 


Total. 


Annual 
capacity 
(approxi- 
mate in 
gallons) 

Date  of  War 
Production 
Board  approval 

Date  of  initial 
operation 

January 
1944  pro- 
duction 
(gallons) 

February 
1944  pro- 
duction 
(gallons) 

2, 500, 000 

January  1943 

October  1943 

171,000 

208,000 

17,500,000 

do 

March  1944 

15,000,000 

February  1943— 

February  1944__. 

50.000 

8,000,000 

March  1943 

December  1943,. 

291,000 

483,000 

1,500,000 

January  1943 

December  1943  L 

* 125,000 

» 126,000 

5, 600,000 

February  1943-._ 

January  1944 

171,000 

255,000 

2,600,000 

March  1943 

Mav  1944 

6, 300, 000 

do 

March  1944 

2,600,000 

February  1943— 

November  1943.. 

251,000 

118,000 

4, 100,  000 

March  1943 

January  1944 

658,000 

220,000 

1,000,000 

February  1943... 

March  1943 

216,000 

163,000 

2, 100,  000 

March  1943 

January  1944 

135,000 

134,000 

4, 100,000 

do 

February  1944... 

M nan 

1,900,000 

do 

January  1944  >... 

1200,000 

1200,000 

1,000,000 

April  1943 

October  1943 

78,000 

82,000 

1,300,000 

do 

September  1943-. 

121,000 

117,000 

500,000 

June  1943 

March  1944 

300,000 

October  1943 

do 

2,000,000 

February  1944— 

January  1945 

83,400,000 

2,463,000 

2,365,000 

I 


* We  have  been  informed  that 


these  plants  are  completed  and  operating  at  the  indicated  rates. 
Lend-Lease  Requirements 


Letter  from  Leo  T.  Crowley,  Administrator,  Foreign  Economic  Administration. 

Foreign  Economic  Administration, 

Office  of  the  Administrator, 

Washington,  D.  C.,  March  29,  1944, 

Hon.  Gut  M.  Gillette, 

hnited  States  Senate, 

Dear  Senator  Gillette:  I am  glad  to  be  able  to  furnish  the  data  on  industrial 
alcohol  requested  in  your  letter  of  March  7,  1944. 

In  the  year  1943  we  exported  under  lend-lease  65,000,000  gallons  of  industrial 
alcohol,  all  of  which  went  to  two  countires,  viz,  the  Soviet  Union  and  the  United 
Kingdom.  This  represented  about  16  percent  of  the  total  United  States  pro- 
duction. About  33,000,000  gallons  went  to  the  Soviet  Union  and  32,000,000 
gallons  to  the  United  Kingdom.  All  of  the  alcohol  was  used  for  direct  war  pur- 
poses, principally  for  the  manufacture  of  explosives  and  synthetic  rubber. 

In  1944  we  expect  to  ship  under  lend-lease  approximately  8 percent  of  the 
total  available  supply,  virtually  all  of  which  is  scheduled  to  go  to  the  Soviet 
Union.  The  Russians  require  alcohol  for  their  synthetic  rubber  and  explosives 
programs  because  of  the  destruction  by  the  Nazis  of  some  of  the  Soviet  alcohol 
plants  and  the  occupation  of  a considerable  portion  of  their  best  grain-producing 
territory. 


.j 
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The  latest  available  monthly  figures  on  exports  are  for  January  1944.  In  this 
month  we  exported  under  lend-lease  about  600,000  gallons  of  alcohol  to  the 
Union  of  Soviet  Socialist  Russia.  None  went  to  any  other  country. 

Very  small  amounts  of  alcohol  may  be  sent  during  1944  to  the  liberated  areas 
for  pharmaceutical  purposes. 

I hope  this  information  meets  the  needs  of  your  committee.  Please  call  upon 
me  if  additional  data  are  desired. 

Sincerely  yours, 

Leo  T.  Crowley,  Adminisiraior. 


s 


Production  of  registered  distilleries  and  industrial  alcohol  plants — Equipment  or 
plant  leased  from  the  Defense  Plant  Corporation  January-December  194S 

(Prepared  by  Alcohol  Tax  Unit,  April  11,  1944) 

REGISTERED  DISTILLERIES 
[Tax  gallons] 


1 


A 


f 


Plancor 

mxmber 


Name  and  address 


Production  * 


1272 

1466 

1779 

2029 
1922 
1465 
1655 
1724 
1759 
2063 
1953 
1649 
2093 

1630 
1502 
1636 
1470 

2030 
1696 
2105 
1857 
1895 
1549 
1559 
1669 
206.5 
1476 
1428 
1446 
1445 
1457 

1449 

1450 
1448 
1748 
1913 
1735 
1590 
1676 
1488 
1490 
I4S9 
1487 
2016 
1.561 
1636 
1478 
1611 
1519 
1681 

1631 


The  American  Distilling  Co.,  Inc.,  Pekin,  lU 

A.  Smith  Bowman,  Sunset  Hills,  Va 

The  AthcrtonvUlo  Distillery,  Inc.,  Athertonville.  Ky 

Associated  Kentucky  Disiiileries  Co.,  Lebanon,  Ky... 

Baltimore  Pure  Rye  Distillery  Co.,  Baltimore,  Md 

Belle  Meade  Distilling  Corporation,  Belle  Meade,  Va 

Bonds  Mill  Distilling  Co.,  Lawrenceburg.  Ky 

Carrollton  Springs  Pure  Rye  Distillery,  Inc.,  Baltimore,  Md 

Churchill  Distilling  Co.,  Boston,  Ky 

Columbia  American  Distilleries,  Inc.,  Columbia,  111 

Consolidated  Distilleries,  Inc.,  East  Taunton,  Mass 

Country  Distillers  Products,  Inc.,  Deatsville,  Ky 

David  Meade  Distilling  Co.,  Meadville,  Pa... 

Dillinger  Distilleries,  Inc.,  Ruffsda’.e,  Pa 

Fairfield  Distillery,  Inc.,  Bardstown,  Ky 

Frantz  Distillers,  Inc.,  Meyersdale.  Pa 

General  Distillers  Corporation  of  Kentucky,  Louisville,  Ky.. 

The  George  T.  Stagg  Co.,  Limestone  Springs,  Ky 

Glencoe  Distillery  Co.,  Shively,  Ky 

Green  River  Distilling  Co.,  Stamping  Ground,  Ky 

Harford  County  Distillery,  Inc.,  Havre  de  Grace,  Md 

The  H.  E.  Pogue  Distillery  Co.,  MaysvUle,  Ky 

Hirsch  Distilling  Co.,  Loretto,  Ky 

James  B.  Beam  Distilling  Co.,  Clermont,  Ky 

Kentucky  River  Distillery.  Inc.,  Camp  Nelson,  Ky 

Manor  Distilleries  Inc.,  Manor.  Pa.  (premises  approved  Mat.  17,  1944) 

Meadow  Lawn  Distilling  Co.,  iSleadowlawn,  Ky 

Medley  Distilling  Co.,  Owensboro,  Ky 

Blue  Grass,  Gethsemane,  Ky 

Elkhorn  Forks,  Franklin  County,  Ky 

Hermitage,  Lawrenceburg,  Ky_ 

Old  Crow,  Woodford  County,  Ky 

Old  Taylor,  W’oodford  County,  Ky 

Sunnybrook,  Louisville,  Ky 

Old  Dixie  Distilling  Co.,  Inc.,  Falling  Creek,  Va 

Old  Clover  Distilling  Co.,  Aldovin,  Pa 

Old  Heaven  Hill  Springs  Distillery,  Bardstown,  Ky 

Old  Times  Distillery  Co.,  Ekron,  Ky 

Ozark  Mountain  Distilling  Co.,  Joplin,  Mo 

Park  & Tilford  Distillers,  Inc.,  Midway,  Ky 

Park  & Tilford  Distillers  of  Kentucky,  Inc.,  Louisville,  Ky 

Park  & Tilford  Distillery,  Inc.,  Brownsville,  Pa 

Park  & Ti-ford  Distillers,  Inc.,  Tell  City,  Ind 

Park  & Tilford  Distillers,  Inc.,  Owings  Mill,  Md 

Ripy  Bros.  Distillery  Inc.,  Lawrenceburg,  Ky 

Shawhan  Distillery  Co.,  Inc.,  Bardstown,  Ky 

St  itzel- Weller  Distiller?,  Inc.,  Shively,  Ky_ 

Taylor  & Williams  DLstiUeries,  Inc.,  Shively,  Ky.. 

Tom  Moore  Distillery  Co,,  Bardstown,  Ky 

United  Distillers  (of  America).  Ltd.,  Baltimore,  Md 

Wathen  Bros.  Distillers,  Greenbrier,  Ky.. 


1. 


f 


/ 

/ 


12, 539, 901 
505, 279 
1,785,750 
1,444,894 
3,875,765 
953,076 
908.026 
399, 971 
1, 187,055 
763,644 
3, 837,710 
2,391.004 
2,  257. 646 
1,284, 687 
1,961,834 
833, 349 
2,241,343 
1. 244, 771 
1,721,124 
2, 091, 207 
2,156,841 
907,880 
659,973 
1,666,052 
1,391,973 


1,868, 153 
1, 603, 562 
106,084 
816.035 
58,754 
4,852.805 
1,676,895 
257.987 
1,783, 793 
1,006.602 
1,980,350 
943. 736 
1, 689. 378 
1.712,156 
3, 293, 740 
3, 482, 652 
1,639,698 
1, 205. 424 
1,032,645 
1,389.862 
2,152,036 
838,908 
3, 568,832 
4,045,204 
983. 131 


Grand  total 


94, 989, 177 


4 See  footnote,  p.  860. 


858 


LIQUOR  INDUSTRY 


I 


Ffoductioit  of  reguiered  disiilleries  and  industrial  alcohol  plants — Equipment  or  plant 
leased  from  the  Defense  Plant  Corporation  January-Decemher  194S — Continued 


P. 


INDUSTRIAL  ALCOHOL  PLANTS 
[Proof  gallonsl 


2015 

2060 

1^22 

1608 

1996 

1684 

1731 

1312 

1642 

1444 

1446 

1445 
1457 

1447 

1448 
1452 
1451 
1334 

1300 

1301 
1386 


Boeckler  Associates,  Trenton,  Mich 

Clinton  Products  Co.,  Clinton,  Iowa - 

E.  I,  du  Pont  de  Nemours  & Co.,  Deep  Water,  N.  J 

Farm  Crops  Processing  Corporation,  Omaha,  Nebr.  (approved  Feb.  10,  1944)., 

Genessec  Brewing  Co.,  Inc.,  Rochester,  N.  Y 

Grain  Processing  Corporation,  Muscatine,  Iowa 

Gulf  Distilling  Corporation,  Gretna,  La - 

Midwest  Solvents  Co.,  Atchison,  Kans 

National  Distillers  Products  Corporation,  Kansas  City,  Mo.  (approved  Feb.  7, 


1944) 


Bardstown,  Bardstown,  Ky - 

Blue  Grass,  Gethsemane,  Ky 

Elkhom  Forks,  Franklin  County,  Ky 

Hermitage,  Lawrenceburg,  Ky 

Old  Grand  Dad,  Louisville,  Ky 

Sunnybrook,  Louisville,  Ky 

A.  Overholt  & Co.,  Inc.,  Large,  Pa 

A.  Overholt  & Co.,  Inc.,  Broad  Ford,  Pa 

Publicker  Commercial  Alcohol  Co.,  Philadelphia,  Pa 

United  States  Industrial  Chemicals,  Inc.,  Yonkers,  N.  Y 

United  States  Industrial  Chemicals,  Inc.,  Newark,  N.  J. 

United  States  Industrial  Chemicals,  Inc.,  Baltimore.  Md 


Grand  total. 


8,387,277 
3,138, 771 
32, 797, 663 


5, 285, 271 
21,061 
24,  355,060 
6, 138, 487 


923, 420 
780, 039 
2, 621, 981 
1,365, 095 
4,  602, 164 
5, 695, 882 
2,356,004 
3,  361, 806 
67, 954, 680 
3, 766, 193 
5, 329, 871 
47, 363,  596 


226, 344, 321 


I 


Production  of  other  registered  distilleries  and  industrial  alcohol  plants  {not  included 

above) 

REGISTERED  DISTILLERIES 


[Tax  gallons] 


State  and  registry  No.  1 

1 

Name 

Production  * 

Rplipnlpy  Dist.illprlps,  Tno.  ....................... 

1 312, 538 

California: 

9 

TTpdgp«?idp  Distillerv  Corporation .... ..... 

1, 449, 850 

A 

The  American  Distilling  Co - - — 

3,971,060 

1 1 

Roma  Wine  Co  ..... 

^ 676, 902 

TTtiifpd  Dfstillprs  Prodnets  Corporation ... 

^ 601, 490 

Pornmninit  Distillers,  Toe  

606, 477 

HUnois: 

1 

TTjrflm  Walker  A Sons,  Inc 

7.430,706 

do  . - - - — 

V 33,044,385 

A 

National  Distillers  Products  Corporation.... 

t 13, 435, 922 

fi 

1 Bclvidere  Distilling  Co_... ............. ..... — 

2, 442, 887 

Indiana: 

1 

Joseph  B.  Seagram  & Sons,  Inc 

3 26,112,151 

9 

Sphenley  Distillprips.  Trie  - 

I’  4, 239, 405 

Commercial  Distillers  Corporation 

15,699,028 

A 

2,808, 727 

K 

Merchants  Distilling  Corporation 

8,600, 587 

7 

Old  Quaker  Co  ...... ................ 

V 6,420,723 

Q 

W P Squibb  Distilling  Co.,  Inc 

889, 117 

Kentucky: 

1 

Bemheim  Distilling  Co 

^ 4.164,064 

9 

2,583,295 

Tns  E Pepper  A Co  ...  ........... — ..... 

3, 445, 784 

7 

Pfankfnrt  T)istilleries,  Tnc  ...... 

7, 322, 180 

in 

The  Fieischmann  Distilling  Corporation 

4,815, 205 

11 

'T'hp  New  England  Distilling  Co — 

^ 3,401.329 

1 ‘i 

Old  T.ewis  TTiinter  Distillery  Co  .... .... 

3 2. 294, 948 

17 

Frankfort  Di»tillerie.s,  Inc  . 

3 733, 390 

91 

Plair  T'iistillinp  Co  ..  — ..... 

1, 129, 681 

99 

Oowling  Bros  Distilling  Co  

758, 194 

9il 

Olenmore  Distilleries  Co  . . 

8,644, 799 

9R 

Waterfiil  Ar  Frarier  Distillery  Co - 

292, 685 

90 

197, 923 

34. 

Pebbleford  Distillery  Co - 

1, 218,543 

See  footnote  at  end  of  table. 
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Production  of  other  registered  distilleries  and  industrial  alcohol  plants  (not  included 

dbove) — Cont’nued 

REGISTERED  DISTILLERIES— Continued 
[Tax  gallons] 


State  and  registry  No. 


Name 


Prodoctiem 


Kentucky: 

36. Blue  Ribbon  Distilleries  Co - 

37 Joseph  B.  Seagram  & Sons,  Inc.. ^ 

40 Old  Colonel  Distillery . 

43_ The  Willett  Distilling  Co. 

44 Burks  Spring  Distillery  Co.,  Inc - 

48 Dant  & Dant  of  Kentucky. 

52 Labrot  & Graham. 

111  H.  McKenna.  Inc 3 

112  Hoffman  Distilling  Co ^ 

113. The  Geo.  T.  Stagg  Co - ^ 

169 The  Dant  Distillery  Co. - 

354 Brown-Forman  Distillery  Co 

Maryland: 

1 Paul  Jones  & Co.,  Inc... 

3  The  Calvert  Distilling  Co - 

4  Paul  Jones  & Co.,  Inc - 

5  The  Frank  L.  Wight  Distilling  Co “ 

7 James  Distillery,  Inc - - 

9 Hunter  Distilleries  Co.,  Inc. ’ 

11  Monumental  Distillers,  Inc 

12  The  Sherwood  Distilling  Co 

27 National  Distillers  Products  Corporation * 

Massachusetts:  , 

2 New  England  Distillers,  Inc i 

4  Readville  Distilleries,  Inc 

5  Felton  & Son,  Inc 

6  A.  & G.  J.  Caldwell,  Inc.,_ 

9  Highland  Distilleries,  Inc - 

Missouri: 

4  Jefferson  Distiling  Co. 

5  Old  Weston  Distilling  Co 

8. Big  Spring  Distilling  Co 

New  Hampshire:  1 Nahum  Chapin  Distilling  Co 

New  York:  1 The  Fleischmann  Distilling  Corporation 

Ohio:  ^ 

2  Siegfried  Loewenthal  Co — ^ 

3  Dant  & Dant  of  Kentucky 

6  Cedar  Valley  Distillery,  Inc 

Pennsylvania: 

1.. Continental  Distilling  Corporation , 

4__ Jos.  S.  Finch  <fe  Co.,  Inc - 

6._ Logansport  Distilling  Co.,  Inc.. 

10  Kinesey  Distilling  Corporation. 

11.,  Foust  Distilling  Co 

16..  Mid-Valley  Distilling  Corporation 

17  Penndale  Distilling  Co - 

18  Siboney  Distilling  Corporation 

Tennessee:  l._ Jack  Daniel  Distillery 

Vermont:  1 Lawrence  Distilling  Co 

Virginia:  1 Virginia  Distillery  Corporation.  

Wisconsin:  1 W.  B,  Gambill  Distilling  Co 


628,659 
10, 730, 404 

I, 632,842 
442, 393 
128, 721 

15,867, 427 
1, 296,916 
616,225 

382.923 
15,020.747 

178,834 

2,370,359 

4. 524,875 
11,645,509 
4, 583. 789 
1, 406, 523 
1, 121,639 
2, 186,835 
1. 217, 312 
1, 129,  538 
2, 149, 100 

79,836 
2,803, 539 
856,065 
176,364 
635, 345 

322,407 

175.924 
266, 390 

3, 389 
6, 437, 323 

1,170,461 
1, 644, 374 
771,842 

25, 180, 364 

II, 650,025 
1, 446,034 
2,309,653 

900,210 
286,538 
14. 774 
125,340 
341,905 
326, 869 
259,880 
863,675 


Grand  total 307, 853, 040 


I 
I 

i '1/  ' 
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■ ProducHon  of  other  registered  distilleries  and  industrial  alcohol  plants  (not  included 

above) — Continued 

' INDUSTRIAL  ALCOHOL  PLANTS 


[Proof  gallons] 


State  and  industrial 
alcohol  plant  No. 

Name 

Production  * 

California: 

25 

Commercial  Solvents  Corooration 

4, 478, 882 
2.389,328 
2,902,651 
1, 182, 659 
527,910 
891, 740 
748, 773 
258,946 
1,187, 583 
358.907 
655, 221 
124,666 

U2 

United  States  Industrial  Cheminals,  Tne 

224 

Lac  Chemicals.  Inc.  

298 

Sunnvside  Winerv.. 

312 

E.  & J.  Gallo  Winery 

313 

Franzia  Brothers  W'inery _ .... 

323 

B.  Cribari  & Sons.  Inc ...  .... 

328 

Monarch  Wine  Co 

329_ 

Bisceglia  Bros.  Wine  Co 

331 

San  Martin  Vinevards  Co  

333 

Petri  Wine  Co 

340 

San  Gabriel  Vineyard  Co 

Dlinois: 

132 

Commercial  Solvents  Corporation 

3, 085, 887 
2,390, 138 

311. 

Bisceglia  Distilling  Co  — 

Indiana: 

200 

Commercial  Solvents  Corporation  

6,800,641 
25, 096, 450 
11,501,871 
14, 194,989 

218 

Carbide  & Carbon  Chemicals  Corporation  . 

226 

Schenlev  Distilleries,  Inc * 

Kentucky:  246 

Brown-Forman  Distillerv  Co.  

Louisiana: 

2 

United  States  Industrial  Chemicals,  Tnc 

30, 791. 377 
21.321,038 
6, 316, 671 
4,997, 916 
9, 370, 803 
12,521,161 
3, 313, 387 
11, 533, 370 
64,518 

31 

Commercial  Solvents  Corporation— 

128 

do 

225 1 

Chartres  Alcohol  Co 

239 

Publicker  Commercial  Alcohol  Co 

316 

Standard  Oil  Comnanv  of  Loui.siana  ... 

Maryland:  251 

The  Montioello  Distillerv  Co  . . 

Massachusetts:  201 

New  England  Alcohol  Co 

Missouri:  336— ‘ 

Consolidated  Products  Co 

New  Jersey: 

240 

Rare  Chemicals.  Inc.  

i 60,820 

387, 398 
17, 907,416 

247 

American  Cyanamid  Co 

Ohio:  213 

National  Distillers  Products  CnrporAtfon 

Pennsylvania: 

29 

Publicker  Commercial  Alcohol  Co 

12, 143, 335 
5, 750, 849 

140 

Sibonev  Distilling  Corporation... 

Puerto  Rico: 

179 

Puerto  Rico  Distilling  Co _ 

755, 776 
723, 444 
41,085 
496,003 
527,083 

222. 

Distileria  Seralles.  Inc  . . . . . . 

237... 

Asociacion  Azurcarera  Coop.  Lafayette  . . 

South  Dakota:  337 

Yankton  Industrial  Alcohol  Co 

Territory  of  Hawaii:  77— 

California  Packing  Corporation... 

Texas:  241 

Carbide  & Carbon  Chemicals  Corporation , . 

21,979,786 
725, 356 

Virginia:  238 

Hercules  Powder  Co .* 

West  Virginia: 

180 

Carbide  & Carbon  Chemicals  Corporation 

46. 131, 503 
292, 710 
2, 046, 995 

288, 977,042 

233 

E.  I.  du  Pont  do  Nemours  <&  Co.— 

Wisconsin:  46 — 

Red  Star  Yeast  A Products  Co 

Grand  total 

* Represents  total  production  at  registered  distilleries.  Includes  production  of  spirits  and  unfinished 
spirits  by  original  distillation  and  production  of  spirits  by  the  rodistillation  of  unfinished  spirits  (less  than 
190  prooO.  Por  quantities  of  190  proof  spirits  produced  by  redistillation  of  unfinished  spirits  at  registered 
distilleries  see  pp.  6 and  7 (registered  distilleries) . The  production  by  original  distillation  may  be  obtained 
by  subtracting  the  production  by  redistillation  from  the  total  production. 

> Represents  total  production  of  industrial  alcohol  plants.  Int^ludes  production  of  alcohol  by  original 
distillation  and  the  production  of  alcohol  by  redistillation  of  unfinished  spirits  dess  than  190  proof).  For 
quantities  of  ^cohol  produced  by  redistillation  sec  pp.  6 and  7 (industrial  alcohol  plants).  The  production 
by  original  distillation  may  be  obtained  by  subtracting  the  production  by  redistillation  from  the  total 
production. 


ft 


LIQUOR  INDUSTRY 


Production  of  spirits  and  alcohol  of  190  proof  by  redistillation  of  unfinished  spirits 
at  registered  distilleries  and  industrial  alcohol  plants — equipment  or  plant  leased 
from  Defense  Plant  Corporation  January- December  194S 

REGISTERED  DISTILLERIES 

[Tax  gallons] 


1 Excludes  rcdistillation  of  6,511,394  proof  gallons  of  spirits  and  1,492,255  proof  gallons  of  whisky, 

INDUSTRIAL  ALCOHOL  PLANTS 
[Proof  gallons] 


Clinton  Products  Co.,  Clinton,  Iowa 

Midwest  Solvents  Co.,  Atchison,  Kans 

Hermitage,  Lawrenceburg,  Ky 

United  States  Industrial  Chemicals,  Inc.,  B^timore,  Md 

Boeckeler  Associates.  Trenton,  Mich 

United  States  Industrial  Chemicals,  Inc.,  Newark,  N.  J.. 

Publicker  Commercial  Alcohol  Co.,  Philadelphia,  Pa 

A.  Overholt  A Co.,  Inc.,  Large,  Pa 


Grand  total 


Production  of  other  registered  distilleries  and  industrial  alcohol  plants  (not  included 

abov^ 

REGISTERED  DISTILLERIES 
[Tax  gallons] 


^ Excludes  redistillation  of  6,511,394  proof  gallons  of  spirits  and  1,492,255  proof  gallons  of  whisky, 

INDUSTRIAL  ALCOHOL  PLANTS 
[Proof  gallons] 


State  and  Industrial 
alcohol  plant  No. 


Name 


Production 


California:  112. 
Indiana: 


United  States  Industrial  Chemicals,  Inc. 


Commercial  Solvents  Corporation. 

Schenley  Distilleries,  Inc 

Brown-Forman  Distillery  Co 

New  England  Alcohol  Co 

Publicker  Commercial  Alcohol  Co 
Red  Star  Yeast  6i  Products  Co 


Kentucky:  246 

Massachusetts:  201 
Pennsylvania:  29— 
Wisconsin:  46 


Grand  total 


State  and  registry  No. 

Name 

Production 

Illinois: 

3 

Hiram  Walker  A Rons,  Tnc 

211,217 

4 

National  Distillers  Products  Corporation 

2,583, 551 

Indiana: 

4 

James  IValsh  & Co.,  Inc - 

771,816 

7 

Old  Quaker  Co 

1,993. 759 

Kentucky:  11 

The  New  England  Distilling  Co — 

2,331,925 

Grand  total 

» 7,892,268 

Plancor 

number 

Name  and  address 

Production 

1449 

Old  Crow,  Woodford  County,  Ky 

1,245,773 

1631 

Wathen  Bros.  Distillers,  Greenbrier,  Ky 

109, 240 

Grand  total 

» 1,355,013 

V 


I 


